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TITLE  7— AGRICULTURE 

Chapter  IX — Agricultural  Marketing 

Service  (Marketing  Agreements  and 

Orders),  Department  of  Agriculture 

Fart  953 — ^Lemons  Grown  in  Calieornia 
AND  Arizona 

MISCELLANEOUS  AMENDMENTS 

Notice  was  published  in  the  Federal 
Register  issue  of  December  15,  1956  (21 
F.  R.  9996),  that  the  Department  was 
giving  consideration  to  proposed  sunend- 
ment  of  the  rules  and  regulations  (Sub¬ 
part— Rules  and  Regulations;  7  C  F  R 
953.100  et  seq.),  that  are  currently  in 
effect  pursuant  to  applicable  provisiqns 
of  the  marketing  agreement,  as  amend¬ 
ed,  and  Order  No.  53,  as  amended  (7  CFR 
Fart  953;  21  F.  R.  4393),  regulating  the 
handling  of  lemons  grown  in  California 
and  Arizona,  effective  under  the  Agri¬ 
cultural  Marketing  Agreement  Act  of 
1937,  as  amended  (7  U.  S.  C.  601  et  seq.; 
68Stat.  906,  1047). 

After  consideration  of  all  relevant, 
matters  presented,  including  the  pro¬ 
posals  set  forth  in  the  aforesaid  notice, 
it  is  hereby  foimd  that  the  amendment, 
as  hereinafter  set  forth,  of  the  said  rules 
and  regulations  is  in  accordance  with  the 
provisions  of  the  said  marketing  agree¬ 
ment  and  order  and  will  tend  to  effectu¬ 
ate  the  declared  purposes  of  the  Agri¬ 
cultural  Marketing  Agreement  Act  of 
1937,  as  amended.  Such  Eunendment  is 
hereby  approved;  and  the  said  rules  and 
regulations  are  hereby  amended  as  fol¬ 
lows; 

1.  Delete  the  provisions  of  §  953.116 
and  substitute  in  lieu  thereof  the 
following: 

5  953.116  Manner  of  nomination.  The 
manner  of  nominating  members  and  al¬ 
ternate  members  of  said  committee  shall 
be  as  follows: 

(a)  Sunkist  Growers,  Inc.,  a  California 
non-profit  cooperative  marketing  sissoci- 
ation  with  its  principal  place  of  business 
at  Los  Angeles,  CaJifomia,  so  .long  sus 
it  continues  to  market  more  than  60  per¬ 
cent  of  the  total  volume  of  lemons  mar¬ 
keted  in  fresh  form,  as  provided  in  the 
marketing  agreement  and  order,  shall  by 
resolution  adopted  by  its  board  of  di¬ 
rectors,  nominate  tiiree  growers  for  three 
members  and  three  growers  for  three 
alternate  members  of  the  committee. 


(b)  The  cooperative  marketing  organ¬ 
ization  or  the  growers  affiliated  there¬ 
with,  other  thsm  the  cooperative  market¬ 
ing  organization  described  in  paragraph 
(a)  of  this  section,  which  marketed  the 
largest  portion  of  the  total  volume  of 
lemons  marketed  in  fresh  form  during 
the  fiscal  year  preceding  the  date  on 
which  nominations  for  members  and 
altelmate  members  of  the  committee  are 
to  be  submitted  shall,  by  resolution  duly 
adopted,  nominate  one  grower  for  a 
member  and  one  grower  for  an  alternate 
member  of  the  committee. 

(c)  A  meeting  shall  be  held,  at  such 
time  and  place  as  may  be  designated  by 
the  agent  of  the  Secretary,  at  which  all 
cooperative  marketing  opganizations, 
other  than  those  described  in  paragraphs 

(a)  and  (b)  of  this  section,  shall  nom¬ 
inate  one  grower  for  a  member,  and  one 
grower  for  an  alternate  member  of  the 
committee.  The  vote  of  each  such  or- 
ganization  shall  be  weighted  by  the 
quantity  of  lemons  which  each  such 
organization  marketed  in  fresh  form 
during  the  fiscal  year  preceding  the  date 
on  which  nominations  for  members  and 
alternate  members  of  the  committee  are 
to  be  submitted.  Any  person  who  votes 
at  any  such  meeting  shall  submit  to  the 
agent  of  the  Secretary  written  evidence 
of  his  authority  to  vote  for  such 
organization. 

(d)  Not  less  than  5  and  not  more  than 
10  meetings  shall  be»held.  at  such  times 
and  places,  throughout  the  lemon  pro¬ 
ducing  Eireas  in  California  and  Arizona, 
as  may  be  designated  by  the  agent  of  the 
Secretary,  at  which  growers  who  are  not 
members  of.  or  affiliated  with,  the  or¬ 
ganizations  included  in  paragraphs  (a). 

(b)  ,  and  (c)  of  this  section  may  vote.  At 
each  such  meeting,  the  growers  present 
shall  nominate  one  grower  member  and 
one  grower  alternate  member.  The 
number  of  ballots  to  be  cast  in  selecting 
the  nominees  shall  be  determined  at  the 
respective  meetings.  All  growers  voting 
at  any  such  meeting  shall  submit  their 
names  and  addresses  to  the  agent  of  the 
Secretary.  The  name  of  the  grower  re¬ 
ceiving  the  highest  total  number  of  votes 
for  grower,  member,  at  all  of  the  meet¬ 
ings  held,  shall  be  submitted  to  the  Sec¬ 
retary  as  the  grower  member  nominee, 
and  the  name  of  the  grower  receiving 
the  highest  total  number  of  votes  for 
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grower  alternate  member  shall  be  sub¬ 
mitted  as  the  nominee  for  grower  alter¬ 
nate  member  of  the  committee  repre¬ 
senting  the  growers  described  in  this 
paragraph. 

(e)  The  agent  of  the  Secretary  shall 
give  adequate  notice  of  each  meeting  to 
be  held  pursuant  to  this  section. 

2.  Revise  paragraph  (a)  of  §  953.121 
Advance  credit  count  to  read  as  follows: 

(a)  Except  on  shipments  to  Mexico, 
advance  credit  count  on  export  ship¬ 
ments  may  be  computed,  but  shall  not 
be  credited  to  the  handler  until  after 
each  container  of  lemons  is  packed  and 
marked  for  export. 

3.  Delete  §  953.124. 

4.  Amend  §  953.1^0  Reports  as  folloys: 

a.  Delete  therefrom  the  terms  “packed 
‘boxes,'  ”  “packed  boxes,”  and  “packed 
box”  wherever  they  appear  and  substi¬ 
tute  in  lieu  thereof  the  term  “cartons” 
or  “carton”  as  appropriate. 

b.  Delete  the  figure  “79”  from  the  third 
sentence  of  the  section  and  substitute  in 
lieu  thereof  the  figure  “39^/^.” 

c.  Revise  the  proviso  in  the  third  sen¬ 
tence  of  the  section  to  read  as  follows: 
’‘Provided,  That  the  following  conver¬ 
sion  factors  may  be  used: 

“One  box  of  fresh  loose  lemons  (market 
pack)  equals  1.6  cartons  of  lemons. 

“One  storage  box  of  byproducts  lemons 
'  equals  1.266  cartons  of  lemons.’* 

d.  Delete  the  next  to  the  last  sentence 
in  paragraph  (b)  and  substitute  in  lieu 
thereof,  the  following:  “Each  such  cer¬ 
tificate  shall  be  signed  by  the  handler 
or  his  authorized  agent,  and  shall  con¬ 
tain  in  addition  to  the  address  of  the 
handler  issuing  it  a  certification  to  the 
United  States  Department  of  Agriculture 
and  the  Lemon  Administrative  Commit¬ 
tee  that  the  lemons  shown  on  stich  cer¬ 
tificate  are  covered  by  an  allotment  is¬ 
sued  during  the  current  regulation  period 
imder  the  provisions  of  the  marketing 
agreement  and  this  part.” 
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e.  Delete  from  subparagraph  (1)  of 
paragraph  (c)  the  word  “canners”  and 
substitute  in  lieu  thereof  the  word 
"processors.” 

f .  Add  to  the  last  sentence  of  subpara¬ 

graph  (2)  of  paragraph  (c)  the  follow¬ 
ing:  ”and  shall  be  certified  to  the  United 
States  Department  of  Agriculture  and 
the  Lemon  Administrative  Committee  as 
to  the  truthfulness  of  the  information 
shown  thereon.”  % 

g.  Add  a  new  paragraph  therein  pro¬ 
viding  as  follows: 

(d)  Maintenance  of  records  for  verifi¬ 
cation  of  reports.  Records  required  to  be 
kept  by  central  marketing  organizations 
pursuant  to  §  953.62,  with  respect  to  any 
allotment  transaction  arranged  by  any 
such  organization,  shall  be  retained  for 
at  least  two  years  after  the  end  of  the 
fiscal  year  in  which  the  applicable  trans¬ 
action  was  completed. 

(Sec.  5.  49  Stat.  753,  as  amended;  7  U.  S.^C. 
608c) 

Dated  January  7, 1957,  to  become  effec¬ 
tive  30  days  after  publication  in  the 
Federal  Register. 

IsealI  _  P.  R.  Burke, 

Acting  Deputy  Administrator, 
Marketing  Services. 

(F.  R.  Doc.  57-183;  Filed.  Jan.  9,  1957; 
8:46  a.  m.] 


Part  959 — Irish  Potatoes  Grown  in 
Modoc  and  Siskiyou  Counties  in 
California  and  in  all  Counties  in 
Oregon  Except  Malheur  County  ^ 

APPROVAL  OF  EXPENSES  AND  RATE  OF 
ASSESSMENT 

Notice  of  rule  making  regarding  pro¬ 
posed  expenses  and  rate  of  assessment, 
to  be  made  effective  undes.  Marketing 
Agreement  No.  114,  as  amended,  and 
Order  No.  59,  as  amended,  (7  CFR  Part 
959),  regulating  the  handling  of  Irish 
potatoes  grown  in  Modoc  and  Siskiyou 
Counties  in  California  and  in  all  counties 
in  Oregon  except  Malheur  County,  was 
published  in  the  Federal  Register,  De¬ 
cember  6,  1956  (21  P.  R.  9662).  This 
regulatory  program  is  effective  under  the 
Agricultural  Marketing  Agreement  Act  of 
1937,  as  amended  (48  Stat.  31,  as  amend¬ 
ed;  7  U.  S.  C.  601  et  seq.).  After  con¬ 
sideration  of  all  relevant  matters  pre-* 
sented,  including  the  proposals  set  forth 
in  the  aforesaid  notice,  which  proposals 
were  adopted  and  submitted  for  approval 
by  the  Oregon-California  Potato  Com¬ 
mittee,  established  pursuant  to  said 
amended  marketing  agreement  and 
order,  it  is  hereby  found  and  determined 
that: 

§  959.209  Expenses  and  rate  of  assess¬ 
ment.  (a)  The  reasonable  expenses  that 
are  likely- to  be  incurred  by  ttie  Oregon- 
California  Potato  Committee,  established 
pursuant  to  Marketing  Agreement  No. 
114,  as  amended,  and  Order  No.  59,  as 
amended  (§§  959.1  to  959.88),  to  enable 
such  committee  to  perform  its  functions 
pursuant  to  the  provisions  of  aforesaid 
amended  marketing  agreement  and 
order,  during  the  fiscal  period  ending 
June  30,  1957,  will  amount  to  $19,150.00. 


(b) '  The  rate  of  assessment  to  be  paid 
by  each  handler,  pursuant  to  Marketing 
Agreement  No.  114,  as  amended,  and 
Order  No.  59.  as  amended  (§S  959.1  to 
959.88),  shall  be  three-eighths  cent 
($0.00375)  per  •hundredweight  of  pota¬ 
toes  handled  by  him  as  the  first  handler 
thereof  during  said  fiscal  period. 

(c)  The  terms  used  in  this  section 
shall  have  the  'same  meaning  as  when 
used  in  Marketing" Agreement  No.  114,  as 
amended,  and  Order  No.  59,  as  amended 
'(f§  959.1  to  959.88). 

(Sec.  5,  49  Stat.  753,  as'amended;  7  U.  S.  G. 
608c)  ^ 

Dated,  January  7,  1957,  to  become  ef¬ 
fective  30  days  after  publication  in  the 
Pederal  Register. 

[SEAL]  P.  R.  Burke, 

*  Acting  Deputy  Administrator, 
Marketing  Services. 

IP.  R.  Doc.  57-179;  PUed,  Jan.  9,  1957; 
8:46  a.  m.] 


Part  969— Avocados  Grown  jn  South 
Florida 

DETERMINATION  RELATIVE  TO  EXPENSES  AND 

FIXING  OF  RATE  OF  ASSESSMENT  FOR 

1956-57  FISCAL  YEAR 

Pursuant  to  the  marketing  agreement, 
as  amended,  and  Order  No.  69,  as 
amended  (7  CFR  Part  969),  regulating 
the  handling  of  avocados  grown  in  South 
Florida,  effective  under  the  applicable 
provisions  of  the  Agricultural  Marketing 
Agreement  Act  of  1937,  as  amended  (7 
U.  S.  C.  601  et  seq.;  68  Stat.  906,  1047). 
and  upon  the  basis  of  the  propos^  sub¬ 
mitted  by  the  Avocado  Administrative 
Committee  (established  pursuant  to  said 
amended  marketing  agreement  and 
order),  it  is  hereby  found  and  deter¬ 
mined  that: 

§  969.203  Expenses  and  rate  of  as¬ 
sessment  for  the  1956-57  fiscal  year — 
(a)  Expenses.  Expenses  that  are  reason¬ 
able  and  likely  to  be  incurred  by  the 
Avocado  Adnfinistrative  Committee,  es¬ 
tablished  purWant  to  the  provisions  of 
the  aforesaid  amended  marketing  agree¬ 
ment  and  order  (§§  969.1  to  969.71),  for 
the  maintenance  and  functioning  of  such 
committee,  in  accordance  with  the  pro¬ 
visions  thereof,  during  the  fiscal  year 
beginning  April  1,  1956,  and  eliding 
March  31,  1957,  will  amoimt  to  $12,237. 

(b)  Rate  of  assessment.  The  rate  of 
assessment  which  each  handler  who  first 
handles  avocados  shall  pay  as  his  pro 
rata  share  of  the  aforesaid  expenses  in 
accordance  with  the  applicable  provi¬ 
sions  of  said  amended  marketing  agree¬ 
ment  and  order  Is  hereby  fixed  at  four 
cents  ($0.04)  per  bushel,  or  equivalent 
quantity  of  avocados  handled  by  such 
handler  during  the  1956-57  fiscal  year. 

It  is  hereby  further  found  that  it  is 
impracticable  and  contrary  to  the  public 
interest  to  give  preliminary  notice, 
engage  in  public  rule-making  procedure, 
and  postpone  the  effective  time  hereof 
imtil  30  days  after  publication  in  the 
Federal  Register  (60  Stat.  237 ;  5  U.  S.  C. 
1001  et  seq.),  in  that  (1)  the  rate  of 
assessment  in  accordance  with  the  pro¬ 
visions  of  the  amended  marketing 
agreement  and  order  is  applicable  to 


all  avocados  handled  during  the  afore¬ 
said  fiscal  year;  (2)  such  handling  is 
now  in  progress  and  is  subject  to  the 
regulatory  provisions  of  the  sra  i  d 
amended  marketing  agreement  and 
order;  (3)  it  is  essential  that  the  speci¬ 
fication  of  the  assessment  rate  be  issued 
immediately  so  that  the  aforesaid 
assessments  may  be  collected  and  there¬ 
by  enable  said  Administrative  Com¬ 
mittee  to  perform  its  duties  and  func¬ 
tions  in  accordance  with  said  amended 
marketing  agreement  and  order;  and  (4) 
no  advance  preparation  by  handlers  will 
be  needed. 

Terms  used  in  the  amended  marketing 
agreement  and  order  shall,  when  used 
herein,  have  the  same  meaning  as  is 
given  to  the  respective  term  in  said 
amended  marketing  agreement  and 
order. 

(Sec.  5,  49  Stat.  753,  as  amended;  7  U.  S.  C. 
608c) 

Dated  January  1957,  to  bec(»ne 
effective  upon  publication  in  the  Federal 
Register. 

[seal]  F.  R.  Burke, 

Acting  Deputy  Administrator, 
Marketing  Services. 

[P.  R.  Doc.  57-181;  PUed',  Jan.  9,  1957; 

8:46  a.  m.] 


Part  970 — ^Irish  Potatoes  Grown  in 
Maine 

APPROVAL  OF  EXPENSES  AND  RATE  OP 
ASSESSMENT 

Notice  of  rule  making  regarding  pro¬ 
posed  exi>enses  and  rate  of  assessment, 
to  be  made  effective  under  Marketing 
Agreement  No.  122  and  Order  No.  70  (7 
CFR  Part  970) ,  regulating  the  handling 
of  Irish  potatoes  grown  in  the  State  of 
Maine,  was  published  in  the  Federal 
Register,  December  1,  1956  (21  F.  R. 
9435) .  This  regulatory  program  is  effec¬ 
tive  under  the  Agricultural  Marketing 
Agreement  Act  of  1937,  as  amended  (48 
Stat.  31,  as  amended;  7  U.  S.  C.*601  et 
seq.).  After  consideration  of  all  rele¬ 
vant  matters  pr^ented,  including  the 
proposals  set  forth  in  the  aforesaid  no¬ 
tice,  which  proposals  were  adopted  and 
submitted  for  approval  by  the  Maine 
Potato  Administrative  Committee  estab¬ 
lished  pursuant  to  said  marketing  agree¬ 
ment  and  order,  it  is  hereby  found  and 
determined  that: 

§  970.204'  Expenses  and  rate  of  assess¬ 
ment.  (a)  The  reasonable  expenses 
that  are  likely  to  be  incurred  by  the 
Maine  Potato  Administrative  Committee, 
established  pursuant  to  Marketing 
Agreement  No.  122  and  Order  No.  70 
(§§  970.1  to  970.92),  to  enable  such  com¬ 
mittee  to  perform  its  functions  pursuant 
to  the  provisions  of  the  aforesaid  mar¬ 
keting  agreement  and  order,  during  the 
fiscal  period  ending ‘July  31,  1957,  will 
amount  to  $52,000. 

(b)  The  rate  of  assessment  to  be  paid 
by  each  handler,  pursuant  to  Marketing 
Agreement  No.  122  and  Order  No.  70 
(§§970.1  to  970.92),  shafi  be  $1.25  per 
carload,  or  equivalent  thereof,  80  cents 
per  truckload  of  25,000  pounds  or  more, 
and  50  cents  per  truckload  of  less  than 
25,000  pounds,  of  potatoes  handled  by 
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These  procedures  shall  become  effec¬ 
tive  on  the  dates  indicated  on  the  pro¬ 
cedures. 

(Sec.  205.  52  Stat.  984,  as  amended;  49  17.  S.  O. 
^5.  Interpret  or  apply  sec.  601.  52  Stat. 
1007.  as  amended;  49  U.  S.  C.  551) 

(seal!  James  T.  Pyle, 

Administrator  of  Civil  Aeronautics. 

IF  R.  Doc.  57-91;  Filed,  Jan.  9,  1957; 
*  8:45  a.  m.] 


title  26— internal  REVENUE, 
1954 

Copter  I — Internal  Revenue  Service, 
Department  of  the  Treasury 

Part  1— Income  Tax;' Taxable  Years 

Beginning  After  December  31.  1953 

INVOLUNTARY  CONVERSIONS 

On  June  8,  1956,  notice  of  proposed 
rule  making  regarding  the  regulations 
for  taxable  years  beginning  after  Decem¬ 
ber  31, 1953,  and  ending  after  August  16. 
1954,  under  section  1033  of  the  Internal 
Revenue  Code  of  1954  was  published  in 
'  the  Federal  Register  (21  F.  R.  3631). 
After  consideration  of  all  such  relevant 
matter  as  was  presented  by  interested 
parties  regarding  the  rules  proposed, 
the  regulations  as  so  published  are  hereby 
adopted,  subject  to  the  changes  as  set 
forth  below.  The  regulations  so  adopted 
do  not  give  effect  to  the  amendment  to 
section  1033,  relating  to  livestock  sold 
on  account  of  drought,  which  was  made 
by  section  5  of  Public  Law  629, 84th  Con¬ 
gress,  approved  June  29, 1956.  Notice  of 
rule  making  with  respect  to  regulations 
under  such  amendment  will  be  published 
in  the  Federal  Register  at  a  later  date. 
'  Paragraph  1.  Paragraph  (c)  of  §  1.1033 
(a) -2  is  revised  as  follows: 

(A)  By  inserting  after  the  last  sen¬ 
tence  of  subparagraph  (1)  the  following 
new  sentence :  ‘.‘For  the  purposes  of  sec¬ 
tion  1033  the  term  ‘control’  means  the 
ownership  of  stock  possessing  at  least 
80  percent  of  the  total  combined  voting 
power  of  all  classes  of  stock  entitled  to 
vote  and  at  least  80  percent  of  the  total 
number  of  shares  of  all  other  classes  of 
stock  of  the  corporation.” 

(B)  By  inserting  after  the  last  sen¬ 
tence  of  subparagraph  (11)  the  following 
new  sentence:  ‘‘Thus,  if  a  taxpayer  has 
acquired  property  worth  $100,000  sub¬ 
ject  to  a  $50,000  mortgage  (regardless  of 
whether  or  not  he  was  personally  liable 
for  the  mortgage  debt)  and,  in  a  con¬ 
demnation  proceeding,  the  Government 
awards  the  taxpayer  $60,000  and  awards 
the  mortgagee  $50,000  in  satisfaction  of 
the  mortgage,  the  entire  $110,000  is  con¬ 
sidered  to  be  the  ‘amount  realized’  by 
the  taxpayer.” 

Par.  2.  Sections  1.1033  (a) -3  (d)  and 
1.1033  (d)-l  (b)  are  revised  to  read  as 
set  forth  below. 

Par.  3.  Section  1.1033  (e)-l  is  revised 
as  follows: 

(A)  By  deleting  the  provisions  of  par¬ 
agraph  (b). 

(B)  By  redesignating  paragraph  (c) 
aa  paragraph  (b). 


(C)  By  redesignating  paragraph  (d) 
as  paragraph  (c)  . 

% 

[SEAL]  O.  Gordon  Delk, 

Acting  Commissioner. 

Approved:  January  4,  1957. 

W.  Randolph  Burgess, 

Acting  Secretary  of.  the  Treasury. 

Sec. 
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eral  rule. 
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^  position  of  the  converted 

property  occurred  before 
January  1,  1951. 

1.1033  (b)  Statutory  provisions;  invol¬ 

untary  conversions;  resi¬ 
dence  of  taxpayer. 

1.1033  (b)-l  Involuntary  conversion  of 
principal  residence. 

1.1033  (c)  Statutory  provisions;  involun¬ 

tary  conversions;  basis  of 
property  acquired  through 
Involuntary  conversion. 

1.1033  (c)-l  Basis  of  property  acquired  as  a 
result  of  an  involuntary 
conversion. 

1.1033  (d)  Statutory  provisions;  invol¬ 
untary  conversions;  prop¬ 
erty  sold  pursuant  to  rec¬ 
lamation  laws. 

1.1033  {d)-l  Disposition  of  excess  property 
within  irrigation  project 
deemed  to  be  involuntary 
conversion. 

1.1033  (e)  Statutory  provisions;  involun¬ 

tary  conversions;  livestock 
destroyed  by  disease. 

1.1033  (e)-l  Destruction  or  disposition  of 
livestock  because  of  disease. 

1.1033  (f)  Statutory  provisions;  involun¬ 

tary  conversions;  cross  ref¬ 
erences. 

1.1033  (f)-l  Effective  date. 

Authcmutt:  §1  1.1033  (a)  to  1.1033  (f)-l 
issued  under  sec.  7805,  6&A  Stat.  917;  26 
U.  S.  C.  7805. 

§  1.1033  (a)  Natatory  provisions: 

common  nontaxable  exchanges;  involun¬ 
tary  conversions;  general  rule. 

Sec.  1033.  Involuntary  conversions — (a) 
General  rule.  If  prope];j;y  (as  a  result  of  its 
destruction  in  whole  or  in  part,  theft,  seizure, 
or  requisition  or  condemnation  or  threat  or 
imminence  thereof)  is  compulsorily  or  invol- 
\intarily  converted — 

(1)  Conversion  into  similar  property.  In¬ 
to  property  similar  or  related  in  service  or 
use  to  the  property  so  converted,  no  gain 
shall  be  recognized. 

(2)  Conversion  into  money  where  dispo¬ 
sition  occurred  prior  to  1951.  Into  money, 
and  the  disposition  of  the  converted  property 
occurred  before  January  1, 1951,  no  gain  shall 
be  recognized  if  such  money  is  forthwith  in 
good  faith,  \uider  regulations  prescribed  by 
the  Secretary  or  his  delegate,  expended  in 
the  acquisition  of  other  property  similar  or 
related  in  service  or  use  to  the  property  so 
converted,  or  in  the  acquisition  of  control 
of  a  corporation  owning  such  other  property, 
or  in  the  establishment  of  a  replacement 
fund.  If  any  part  of  the  money  is  not  so 


expended,  the  gain  khall  be  recognized  to  the 
extent  of  the  money  which  is  not  so  ex¬ 
pended  (regardless  of  whether  such  money 
is  received  in  one  or  more  taxable  years  and 
regardless  of  whether  or  not  the  money  which 
is  not  so  expended  constitutes  gain).  For 
purpcMes  of  this  paragraim  and  paragraph 

(3),  the  term  “disposition  of  the  converted 
property”  means  the  destruction,  theft,  seiz¬ 
ure.  requisition,  or  condemnation  of  the 
converted  property,  or  the  sale  or  exchange 
of  such  property  under  threat  or  imminence 
of  requisition  or  condemnation. 

(3)  Conversion  into  money  where  dispo¬ 
sition  occurred  after  1950.  Into  money  or 
into  property  not  similar  or  related  in  serv¬ 
ice  or  tise  to  the  converted  property,  and  the 
disposition  of  the  converted  property  (as 
defined  in  paragraph  (2))  occurred  after 
December  31.  1950, n;he  gain  (if  any)  shall  be 
recognized  except  to  the  extent  hereinafter 
provided  in  this  paragraph; 

(A)  Nonrecognition  of*  gain.  If  the  tax¬ 
payer  diiring  the  period  specified  in  sub- 
paragraph  (B),  fOT  the  purpose  of  replacing 
the  property  so  converted,  purchases  other 
property  similar  or  related  in  service  or  use 
to  the  property  so  converted,  or  purchases 
stock  in  the  acquisition  of  control  of  a  cor¬ 
poration  owning  such  other  property,  at  the 
election  of  the  taxpayer  the  gain  shall  be 
recognized  only  to  the  extent  that  the 
amount  realized  upon  such  conversion  (re¬ 
gardless  of  whether  such  amount  is  received 
in  one  or  more  taxable  years)  exceeds  the 
cost  of  such  other  property  or  such  stock. 
Such  election  shall  be  made  at  such  time 
and  in  such  manner  as  the  Secretary  or  his 
delegate  may  by  regxilations  prescribe.  For 
purposes  of  this  paragrapl^— 

(1)  No  property  or  stock  acquired  before 
the  disposition  of  the  converted  property 
shall  be  considered  to  have  been  acquired  for 
the  purpose  of  replacing  such  converted 
property  unless  held  by  the  taxpayer  on  the 
date  of  such  disposition;  and 

(ii)  The  taxpayer  shall  be  considered  to 
have  purchased  property  or  stock  only  if,  but 
for  the  provisions  of  subsection  (c)  of  this 
section,  the  unadjusted  basis  of  Buch  prop¬ 
erty  or  stock  would  be  its  cost  within  the 
meaning  of  section  1012. 

(B)  Period  within  which  property  must  he 
replaced.  The  period  referred  to  in  subpara¬ 
graph  (A)  shall  be  the  period  beginning  with 
the  date  of  the  disposition  of  the  converted 
property,  or  the  earliest  date  of  the  threat 
or  imminence  of  requisition  or  condemnation 
of  the  converted  property,  whichever  is  the 
earlier,  and  ending — 

(i)  One  year  after  the  close- of  the  first  tax¬ 
able  year  in  which  any  part  of  the  gain  upon 
the  conversion  is  realized,  or 

(ii)  Subject  towuch  terms  and  conditions 
as  may  be  specified  by  the  Secretary  or  his 
delegate,  at  the  close  of  such  later  date  as 
the  Secretary  or  his  delegate  may  designate 
on  application  by  the  taxpayer.  Such  appli¬ 
cation  shall  be  made  at  such  time  and  in 
such  manner  as  the  Secretary  or  his  dele¬ 
gate  may  by  regulations  prescribe. 

(C)  Time  for  assessrhent  of  deficiency  at¬ 
tributable  to  gain  upon  conversion.  If  a  tax¬ 
payer  has  made  the  election  provided  in 
subparagraph  (A),  then — 

(i)  The  statutory  period  for  the  assessment 
of  any  deficiency,  for  any  taxable  year  in 
which  any  part  of  the  gain  on  such  conver¬ 
sion  is  realized,  attributable  to  such  gain 
shall  not  expire  prior  to  the  expiration  of  3 
years  -  from  the  date  the  Secretary  or  his 
delegate  is  notified  by  the  taxpayer  (in  such 
manner  as  the  Secretary  or  his  delegate  may 
by  regulations  iMrescribe)  of  the  replacement 
of  the  converted  property  or  of  an  intention 
not  to  replace,  and 

(ii)  Such  deficiency  may  be  assessed  before 
the  expiration  oi  such  8-year  period  not¬ 
withstanding  the  provisions  of  section  6212 


216 


RULES  AND  REGULATIONS 


(c)  or  the  provlslone  of  any  other  law  or 
rule  of  law  which  would  otherwise  prevent 
such  assessment. 

(D)  rime  /or  assessment  of  other  deficient 
cies  attributable  to  election.  If  the  election 
^  provided  in  subparagraph  (A)  Is  made  by 
*  the  tupayer  and  such  other  property  or  such 
Btoch  was  purchased  before  the  beginning 
of  the  last  taxable  year  In  which  any  part  of 
the  gain  upon  such  conversion  is  realized, 
any  deficiency,  to  the  extent  resultlhg  from 
such  election,  for  any  taxable  year  ending 
before  such  last  taxable  year  may  be  assessed 
(notwithstanding  the  provisions  of  section 
6212  (c)  or  6501  or  the  provisions  of  any 
other  law  or  rule  of  law  which  would  other¬ 
wise  prevent  such  assessment)  at  any  time 
before  the  expiration  of  the  period  within 
which  a  deficiency  for  such  last  taxable 
year  may  be  assessed.  * 

S  1.1033  (a)-l  Involuntary  convert 
sions;  nonrecognition  of  gain — (a)  In 
general.  Section  1033  applies  to  cases 
where  property  is  compulrorily  or  invol¬ 
untarily  converted.  An  “involuntary 
conversion”  may  be  the  result  of  the  de¬ 
struction  of  property  in  whole  or  in  part, 
the  theft  of  property,  the  seizui'e  of  prop- 
,  erty,  the  requisition  or  condemnation  of 
'  property,  or  the  threat  or  imminence  of 
requisition  or  condemnation  of  property. 
An  “involuntary  conversion”  may  be  a 
conversion  into  similar  property  or  into 
money  or  into  dissimilar  property.  Sec¬ 
tion  1033  provides  that,  imder  certain 
specified  circumstances,  any  gain  which 
is  realized  from  an  involuntary  conver¬ 
sion  shall  not  be  recognized.  In  cases 
where  property  is  converted  into  other 
property  similar  or  related  in  service  or 
use  to  the  converted  property,  no  gain 
shall  be  recc^ized  regardless  of  when 
the  disposition  of  the  converted  property 
occurred  and  regardless  of  whether  or 
not  Ihe  taxpayer  elects  to  have  the  gain 
not  recognized.  In  other  tsrpes  of  in¬ 
voluntary  conversion  cases,  however,  the 
proceeds  arising  from  the  disposition  of 
the  converted  property  must  (within  the 
time  limits  specified)  be  reinvested  in 
similar  property  in  order  to  avoid  recog¬ 
nition  of  any  gain  realized.  Different 
rules  for  reinvestment  apply,  depending 
uix>n  whether  the  disposition  of  the  con¬ 
verted  property  occurred  after  1950  or 
before  1951  (see  §§  1.1033  (a)  >2,  1.1033 

(a)  -3,  and  1.1033  (a) -4).  Section  1033 
applies  only  with  respecteto  gains;  losses 
from  involuntary  conversions  are  recog¬ 
nized  or  not  recognized  without  regard  to 
this  section. 

(b)  Special  rules.  For  rules  relating 
to  basis  of  property  acquired  through  in¬ 
voluntary  conversion,  see  §  1.1033  (0-1. 
Special  rules  apply  to  involuntary  con¬ 
versions  of  residence  property,  property 
sold  pursuant  to  reclamation  laws,  and 
livest^k  destroyed  by  disease  (see 
§§  1.1033  (b)-l,  1.10S3  (d)-l,  and  1.1033 
( e )  -1 ,  respectively ) .  For  determination 
'  of  the  period  for  which  the  taxpayer  has 
held  property  acquired  as  a  result  of  cer- 
^  tain  involuntary  conversions,  see  section 
1223  and  regulations  issued  thereunder. 
For  treatment  of  gains  from  involuntary 
conversions  as  capital  gains  in  certain 
cases,  see  section  1231  (a)  and  regula¬ 
tions  issued  thereunder.  For  portion  of 
war  loss  recoveries  treated  as  gain  on  in¬ 
voluntary  conversion,  see  section  1332 

(b)  (3)  and  regulations  issued  there¬ 
under. 


8  1.1033  (a) -2  Involuntary  conversion 
where  disposition  of  the  converted  prop- 
erty  occurred  after  December  31,  1950— 
(a)  In  general.  This  section  applies 
only  with  respect  to  involuntary  conver¬ 
sions  where  the  disposition  of  the  con¬ 
verted  property  occurred  after  Decem¬ 
ber  31, 1950,  and  where  the  proceeds  are 
received  in  a  taxable  year  to  which  the 
Internal  Revenue  Code  of  1954  applies. 
The  term  “disposition  of  the  converted 
property”  means  the  destruction,  theft, 
seizure,  requisition,  or  condemnation  of 
the  converted  property,  or  the  sale  or  ex¬ 
change  of  such  property  under  threat  or 
imminence  of  requisition  or  condemna¬ 
tion. 

(b)  Conversion  into  similar  property. 
If  property  (as  a  result  of  its  destruction 
in  whole  or  in  part,  theft,  seizure,  or 
requisition  or  condemnation  or  threat  or 
imminence  thereof)  is  compulsorily  or 
involuntarily  converted  only  into  prop¬ 
erty  similar  or  related  in  service  or  use 
to  the  property  so  converted,  no  gain 
shall  be  recognized.  Such  nonrecogni¬ 
tion  of  gain  is  mandatory. 

(c)  Conversion  into  money  or  into  dis¬ 
similar  property.  (1)  If  property  (as  a 
result  of  its  destruction  in  whole  or  in 
part,  theft,  seizure,  or  requisition  or 
condemnation  or  threat  or  imminence 
thereof)  is  compulsorily  or  involuntarily 
converted  into  money  or  into  property 
not  similar  or  related  in  service  or  use  to 
the  converted  property,  the  gain,  if  any, 
shall  be  recognized,  at  the  election  of  the 
taxpayer,  only  to  the  extent  that  the 
amount  realized  upon  such  conversion 
exceeds  the  cost  of  other  property  pur¬ 
chased  by  the  taxpayer  which  is  similar 
or  related  in  service  or  use  to  the  property 
so  converted,  or  the  cost  of  stock  of  a  cor¬ 
poration  owning  such  other  property 
which  is  purchased  by  the  taxpayer  in 
the  acquisition  of  control  of  such  corpo¬ 
ration,  if  the  taxpayer  purchased  such 
other  property,  or  such  ^  stock,  for  the 
purpose  of  replacing  the  property  so  con¬ 
verted  and  during  the  period  specified  in 
subparagraph  (3)  of  this  paragraph. 
For  the  purposes  of  section  1033  the  term 
“control”  means  the  ownership  of  stock 
possessing  at  least  80  percent  of  the  total 
combined  voting  power  of  all  classes  of 
stock  entitled  to  vote  and  at  least  80  per¬ 
cent  of  the  total  number  of  shares  of  all 
other  classes  of  stock  of  the  corporation. 
.  (2)  All  of  the  details  in  connection 
with  an  involimtary  conversion  of  prop¬ 
erty  at  a  gain  (including  those  relating 
to  the  replacement  of  the  converted 
property,  or  a  decision  not  to  replace,  or 
the  expiration  of  the  period  for  replace¬ 
ment)  shall  be  reported  in  the  return  for 
the  taxable  year  or  years  in  which  any 
of  such  gain  is  realized.  An  election  to 
have  such  gain  recognized  only  to  the 
extent  provided  in  subparagraph  (1)  of 
this  paragraph  shall  be  made  by  includ¬ 
ing  such  gain  in  ^oss  income  for  such 
year  or  years  only  to  such  extent.  If,  at 
the  time  of  filing  such  a  return,  the 
period  within  which  the  converted  prop¬ 
erty  must  be  replaced  has  expired,  or 
if  such  an  election  is  not  desired,  the 
gain  should  be  included  in  gross  income 
for  such  year  or  years  in  the  regular 
manner.  A  failure  to  so  include  such 
gain  in  gross  income  in  the  regular  man¬ 


ner  shall  be  deemed  to  be  an  election 
by  the  taxpayer  to  have  such  gain  recog. 
nized  only  to  the  extent  provided  in  sub-  ! 
paragraph  (1)  of  this  paragraph  even 
though  the  details  in  connection  with  the 
conversion  are  not  reported  in  such  re¬ 
turn.  If,  after  having  made  an  election 
undeiLsection  1033  (a)  (3),  the  converted 
property  is  not  replaced  within  the  re¬ 
quired  period  of  time,  or  replacement  h 
made  at  a  cost  lower  than  was  antici¬ 
pated  at  the  time  of  the  election,  or  a 
decision  is  made  not  to  replace,  the  tax 
liability  for  the  year  or  years  for  which 
the  election  was  made  shall  be  recom¬ 
puted.  Such  recomputation  should  be  in 
the  form  of  an  “amended  return”.  If  a 
decision  is  made  to  make  an  election 
under  section  1033  (a)  (3)  after  the  filing 
of  the  return  and  the  payment  of  the 
tax  for  the  year  or  years  in  which  any 
of  the  gain  on  an  involuntary  conversion 
is  realized  and  before  the  expiration  of 
the  period  within  which  the  converted 
property  must  be  replaced,  a  claim  for 
credit  or  refimd  for  such  year  or  years 
should  be  filed.  If  the  replacement  of 
the  converted  property  occurs  in  a  year 
or  years  ^  which  none  of  the  gain  on  the 
conversion  is  realized,  all  of  the  details 
in  connection  with  such  replacement 
shall  be  reported  in  the  return  for  such 
year  or  years. 

(3)  The  period  referred  to  in  sub- 
paragraphs  (1)  and  (2)  of  this  para¬ 
graph  is  the  period  of  time  commencing 
with  the  date  of  the  disposition  of  the 
converted  property,  or  the  date  of  the 
beginning  of  the  threat  or  imminence 
of  requisition  or  condenmation  of  the 
converted  property,  whichever  is  earlier, 
and  ending  one  year  after  the  close  of 
the  first  taxable  year  in  which  any  part 
of  the  gain  upon  the  conversion  is  real¬ 
ized,  or  at  the  close  of  such  later  date 
as  may  be  designated  pursuant  to  an 
application  of  the  taxpayer.  Such  ap¬ 
plication  shall  be  made  prior  to  the 
expiration  of  the  one  year  after  the  close 
of  the  first  taxable  year  in  which  any 
part  of  the  gain  from  the  conversion  is 
realized,  and  shall  contain  all  of  the 
details  in  connection  with  the  involun¬ 
tary  conversion.  Such  application  shall 
be  made  to  the  district  director  for  the 
internal  revenue  district  in  which  the 
return  is  filed  for  the  first  taxable  year  in 
which  any  of  the  gain  from  the  involun¬ 
tary  conversion  is  realized.  No  extension 
of  time  shall  be  granted  pursuant  to 
such  application  unless  the  taxpayer 
can  show  reasonable  cause  for  not  being 
able  to  replace  the  converted  property 
within  the  required  period  of  time. 

(4)  Property  or  stock  purchased  be¬ 
fore  the  disposition  of  the  converted 
property  shall  be  considered  to  have 
been  purchased  for  the  purpose  of  re¬ 
placing  the  converted  property  only  if 
such  property  or  stock  is  held  by  the 
taxpayer  on  the  date  of  the  disposition 
of  the  converted  .property.  Property  or 
stock  shall  be  considered  to  have  been 
purchased  only  if,  but  for  the  provisions 
of  section  1033  (c) ,  the  imad justed  basis 
of  such  property  or  stock  would  be  its 
cost  to  the  taxpayer  within  the  meaning 
of  section  1012.  If  the  taxpayer’s  uor* 
adjusted  basis  of  the  replacement  prop¬ 
erty  would  be  determined,  in  the  absence 
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of  section  1033  (c),  under  any  of  the 
exceptions  referred  to  in  section  1012, 
the  unadjusted  basis  of  the  property 
would  not  be  its  cost  within  the  meaning 
of  section  1012.  For  example,  if  prop¬ 
erty  similar  or  related  in  service  or  use 
to  the  converted  property  is  acquired  by 
gift  and  its  basis  is  determined  under 
section  1015,  such  property  will  not 
qualify  as  a  replacement  for  the  con¬ 
verted  property. 

(5)  If  a  taxpayer  makes  an  election 
under  section  1033  (a)  (3),  any  defi¬ 
ciency,  for  any  taxable  year  in  which  any 
part  of  the  gain  upon  the  conversion  is 
realized,  which  it  attributable  to  such 
gfiin  may  be  assessed  at  any  time  before 
the  expiration  of  three  years  from  the 
date  the  district  director  with  whom  the 
return  for  such  year  has  been  filed  is 
notified  by  the  taxpayer  of  the  replace¬ 
ment  of  the  converted  property  or  of  an 
Intention  not  to  replace,  or  of  a  failure 
to  replace,  within  the  required  period, 
notwithstanding  the  provisions  of  section 
6212  (c)  or  the  provisions  of  ai^r  other 
law  or  rule  of  law  which  would  other¬ 
wise  prevent  such  assessment.  If  re¬ 
placement  has  been  made,  such  notifica¬ 
tion  shall  contain  all  of  the  details  in 
connection  with  such  replacement.  Such 
notification  should  be  made  in  the  return 
for  the  taxable  year  or  years  in  which 
the  replacement  occurs,  or  the  intention 
not  to  replace  is  formed,  or  the  period 
for  replacement  expires,  if  this  return  is 
filed  with  such  district  director.  If  this 
return  is  not  filed  with  such  district 
director,  then  such  notificatiqp  shall  be 
made  to  such  district  director  at  the  time 
of  filing  this  return.  If  the  taxpayer  so 
desires,  he  may,  in  either  event,  also 
notify  such  district  director  before  the 
filing  of  *such  return. 

(6)  If  a  taxpayer  makes  an  election 
under  section  1033  (a)  (3)  and  the  re¬ 
placement  property  or  stock  was  pur¬ 
chased  before  the  beginning  of  the  last 
taxable  year  in  which  any  part  of  the 
gain  upon  the  conversion  is  realized,  any 
deficiency,  for  any  taxable  year  ending 
before  such  last  taxable  year,  which  is 
attributable  to  such  election  may  be  as¬ 
sessed  at  any  time  before  the  expiration 
of  the  period  within  which  a  deficiency 
for  such  last  taxable  year  may  be  as¬ 
sessed,  notwithstanding  the  provisions  of 
section  6212  (c)  or  6501  or  the  pi:ovisions 
of  any  law  or  rule  of  law  which  would 
otherwise  prevent  such  assessment. 

(7)  If  the  taxpayer  makes  an  election 
under  section  1033  (a)  (3) ,  the  gaip  upon 
the  conversion  shaU'be  recognized  to  the 
extent  that  the  amount  realized  upon 
such  conversion  exceeds  the  cost  of  the 
replacement  property  or  stock,  regard¬ 
less  of  whether  such  amount  is  realized 
in  one  or  more  taxable  years. 

(8)  The ’proceeds  of  a  use  and  oc¬ 
cupancy  insurance  contract,  which  by  its 
terms  insured  against  actual  loss  sus¬ 
tained  of  net  profits  in  the  business,  are 
not  proceeds  of  an  involuntary  con¬ 
version  but  are  income  in  the  same  man¬ 
ner  that  the  profits  for  which  they  are 
substituted  would  have  been. 

(9)  There  is  no  investment  In  prop¬ 
erty  similar  in  character  and  devoted  to 
a  similar  use  if — 
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(i)  The  proceeds  of  unimproved  real 
estate,  taken  upon  condemnation  pro¬ 
ceedings,  mre  invested  in  improved  real 
estate. 

)  <ii)  The  proceeds  of  conversion  of  real 
property  are  applied  in  reduction  of  in¬ 
debtedness  previously  incurred  in  the 
purchase  of  a  leasehold. 

(iii)  The  owner  of  a  requisitioned  tug 
uses  the  proceeds  to  buy  barges. 

(10)  If,  in  a  condemnation  proceed¬ 
ing,  the  Government  retains  out  of  the 
award  sufficient  funds  to  satisfy  special 
assessments  levied  against  the  remaining 
portion  of  the  plot  or  parcel  of  real  es¬ 
tate  affected  for  benefits  accruing  in 
connection  with  the  condemnation,  the 
amount  so  retained  shall  be  deducted 
from  the  gross  award  in  determining  the 
amount  of  the  net  award. 

(11)  If ,  in  a  condemnation  proceeding, 
the  Government  retains  out  of  the 
award  sufficient  funds  to  satisfy  liens 
(other  than  liens  due  to  special  assess¬ 
ments  levied  against  the  remaining  por¬ 
tion  of  the  plot  or  parcel  of  real  estate 
affected  for  benefits  accruing  in  connec¬ 
tion  with  the  condemnation)  and  mort¬ 
gages  against  the  property,  and  itself 
pays  the  same,  the  amount  so  retained 
shall  not  be  deducted  from  the  gross 
award  in  determining  the  amoimt  of  the 
net  award.  If,  in  a  condemnation  pro¬ 
ceeding,  the  Government  makes  an 
award  to  a  mortgagee  to  satisfy  a  mort¬ 
gage  on  the  condemned  property,  the 
amount  of  such  award  shall  be  consid¬ 
ered  as  a  part  of  the  ‘'amount  realized’* 
upon  the  conversion  regardless  of 
whether  or  not  the  taxpayer  was  person¬ 
ally  liable  for  the  mortgage  debt.  Thus, 
if  a  taxpayer  has  acquired  property 
worth  $100,000  subject  to  a  $50,000  mort¬ 
gage  (regardless  of  whether  or  not  he 
was  personally  liable  for  the  mortgage 
debt)  and,  in  a  condemnation  proceed¬ 
ing,  the  Government  awards  the  tax¬ 
payer  $60,000  and  awards  the  mortgagee 
$50,000  in  satisfaction  of  the  mortgage, 
the  entire  $110,000  is  considered  to  be  the 
"amount  realized"  by  the  taxpayer. 

(12)  An  amount  expended  for  replace¬ 
ment  of  an  asset,  in  excess,  of  the  recov¬ 
ery  foi:,  loss,  represents  a  capital  ex¬ 
penditure  and  is  not  a  deductible  loss  for 
income  tax  purposes. 

§  1.1033  (a) -3  Involuntary  conver¬ 
sion  where  disposition  of  the  converted 
property  occurred  before  January  1, 1951, 
(a)«This  section  applies  only  with  re¬ 
spect  to  involuntary  conversions  where 
the  disposition  of  the  converted  property 
occurred '  before  January  1,  1951,  and 
where  the  proceeds  tare  received  in  a 
taxable  year  to  which  the  Internal  Reve¬ 
nue  Code  of  1954  applies.  The  term  “dis¬ 
position  of  the  converted  property" 
means  the  destruction,  theft,  seizure, 
requisition,  or  condemnation  of  the  con¬ 
verted  property,  or  the  sale  or  exchange 
of  such  property  under  threat  or  immi¬ 
nence  of  requisition  or  condemnation. 

(b)  (1)  Upon  the  involuntary  conver¬ 
sion  of  iH-operty  described  in  section  1033, 
no  gain  is  recognized  if  the  provisions  of 
that  section  are  complied  with.  If  any 
part  of  the  money  received  as  a  result  of 
such  an  involuntary  conversion  is  not 
expended  in  the  manner  provided  in  sec- 
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tion  1033  (a)  (2),  the  gain,  if  any,  is 
recognized  to  the  extent  of  the  money 
which  is  not  so  expended.  For  example, 
a  vessel  purchased  by  A  in  1949  for 
$100,000  is  destroyed  by  a  typhoon  ii) 
1950,  and  A  receives  in  1954  insurance  in 
the  amount  of  $100,000.  This  money  is 
not  expended  in  the  manner  provided  in 
section  1033  (a)  (2),  but  there  is  no  gain 
since  the  insurance  does  not  exceed  the 
basis  (disregarding,  for  the  purposes  of 
this  example,  the  adjustment  for  depre¬ 
ciation)  .  In  1955,  A  receives  insurance 
from  a  second  policy  pf  $200,000  on  ac¬ 
count  of  the  destruction  of  the  vesseL 
He  expends  this  amount  in  the  manner 
provided  in  section  1033  (a\  (2).  The 
gain  in  1955  upon  the  receipt  of  the  $200,- 
000  is  recognized  to  the  extent  of  $100,- 
000,  the  amount  of  the  money  received  in 
1954  which  was  not  expended  in  the  man¬ 
ner  provided  in  section  1033  (a)  (2). 

(2)  Losses  from  involuntary  conver¬ 
sions  are  recognized  or  not  recognized 
without  regard  to  section  1033.  The  ex¬ 
penditure  in  the  manner  provided  in 
section  1033  (a)  (2)  of  money  received 
upon  an  involuntary  conversion  is  not 
necessary  for  the  transaction  to  be  con¬ 
sidered  completed  for  the  purpose  of 
detennining  such  loss. 

(c)  In  order  to  avail  himself  of  the 
benefits  of  section  1033  (a)  (2)  it  is  not 
sufficient  for  the  taxpayer  to  show  that 
subsequent  to  the  receipt  of  money  from 
a  condemnation  award  he  purchased 
other  property  similar  or  related  in  use. 
The  taxpayer  must  trace  the  proceeds 
of  the  award  into  the  payments  for  the 
property  so  piurchased.  It  is  not  neces¬ 
sary  that  the  proceeds  be  earmarked, 
but  the  taxpayer  must  be  able  to  prove 
that  the  same  were  actually  reinvested 
in  such  other  property  similar  or  related 
in  use  to  the  property  converted.  The 
benefits  of  section  1033  (a)  (2)  cannot 
be  extended  to  a  taxpayer  who  does  not 
purchase  other  property  similar  or  re¬ 
lated  in  service  or  use,  notwithstanding 
the  fact  that  there  was  no  other  such 
property  available  for  purchase. 

(d)  If,  in  a  condemnation  proceed¬ 
ing,  the  Government  retains  out  of  the 
award  sufficient  fimds  to  satisfy  liens 
(other  than  liens  due  to  special  assess¬ 
ments  levied  against  the  remaining  por¬ 
tion  of  the  plot  or  parcel  of  real  estate 
affected  for  benefits  accruing  in  connec¬ 
tion  with  the  condemnation)  and  mort¬ 
gages  against  the  property  and  itself 
pays  the  same,  the  amount  so  retained 
shall  not  be  deducted  from  the  gross 
award  in  determining  the  amoimt  of  the 
net  award.  If,  in  a  condemnation  pro¬ 
ceeding,  the  Government  makes  an 
award  to  a  mortgagee  to  satisfy  a  mort¬ 
gage  on  the  condemned  property,  the 
amount  of  such  award  shall  be  consid¬ 
ered  as  part  of  the  “money”  into  which 
the  property  is  converted,  regardless  of 
whether  or  not  the  taxpayer  was  per¬ 
sonally  liable  for  the  mortgage  debt. 
Thus,  if  a  taxpayer  has  acquired  prop¬ 
erty  worth  $100,000  subject  to  a  $50,000 
mortgage  (regardless  of  whether  or  not 
he  was  personally  liable  for  the  mortgage 
debt)  and.  in  a  condemnation  proceed¬ 
ing,  the  ciovemment  awards  the  tax¬ 
payer  $60,000  and  awards  the  mortgagee 
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$50,000  In  satisfaction  of  the  mortgage, 
the  entire  $110,000  is  considered  to  be  the 
“money”  into  which  the  property  was 
converted.  An  amount  expended  for  re¬ 
placement  of  an  asset,  in  excess  of  the 
recovery  for  loss,  represents  a  capital  ex¬ 
penditure  and  is  not  a  deductible  loss  iot 
income  tax  purposes. 

(e)  The  provisions  of  section  1033 
(a)  (2)  are  applicable  to  property  used 
for  residential  or  farming  purposes. 

(f)  The  proceeds  of  a  use  dnd  occu¬ 
pancy  insurance  contract,  which  by  its 
terms  insured  against  actual  loss  sus¬ 
tained  of  net  profits  in  the  business,  are 
not  proceeds  of  an  involuntary  conver¬ 
sion  but  ar^  income  in  the  same  manner 
that  the  profits  for  which  they  are  sub¬ 
stituted  would  have  been. 

(g)  There  is  no  investment  in  property 
similar  in  character  and  devoted  to  a 
similar  use  if — 

(1)  The  proceeds  of  unimproved  real 
estate,  taken  upon-  condemnation  pro¬ 
ceedings,  are  invested  in  improved  real 
estate. 

(2)  The  proceeds  of  conversion  of  real 
property  are  applied  in  reduction  of  in¬ 
debtedness  previously  incurred  in  the 
purchase  of  a  leasehold. 

(3)  The  owner  of  a  requisitioni^  tug 
uses  the  proceeds  to  buy  barges. 

(h)  It  is  incumbent  upon  a  taxpayer 
“forthwith”  to  apply  for  and  receive  per¬ 
mission  to  establish  a  replacement  fund 
in  every  case  where  it  is  not  possible  to 
replace  immediately.  If  an  expenditure 
in  actual  replacement  would  be  too  late, 
a  request  for  the  establishment  of  a  re¬ 
placement  fund  would  likewise  be  too 
late. 

Note:  This  section  is  substantially  the 
same  as  {29.112  (f)-l  (Regulations  111). 

§  1.1033  (a) -4  Replacement  funds 
where  disposition  of  the  converted  prop¬ 
erty  occurred  before  January  1,  1951. 
(a)  This  section  applies  only  with  re¬ 
spect  to  involuntary  conversions  where 
the  disposition  of  the  converted  property 
(as  defined  in  §  1.1033  (a)-3)  occurred 
before  January  1,  1951,  and  where  the 
proceeds  are  received  in  a  taxable  year 
to  which  the  Internal  Revenue  Code  of 
1954  applies. 

(b)  In  any  case  where  the  taxpayer 
elects  to  replace  or  restore  the  converted 
property  but  it  is  not  practicable  to  do 
so  immediately  (for  example,  because  of 
a  shortage  of  materials  or  an  industry- 
'  wide  strike),  he  may  obtain  permission 
to  establish  a  replacement  fund  in  his 
accoujiits  in  which  part  or  all  of  the  com¬ 
pensation  so  received  shall  be  held,  with¬ 
out  deduction  for  the  payment  of  any 
mortgage.  In  such  a  case  the  taxpayer 
should  make  application  on  Form  1114  to 
the  district  director  for  the  district  in 
which  his  return  is  required  to  be  filed 
for  permission  to  establish  such  a  re- 
placem^t  fund,  and  in  his  application 
should  recite  all  the  facts  relating  to  the 
transaction  and  declare  that  he  will  pro¬ 
ceed  as  expeditiously  as  possible  to  re¬ 
place  or  restore  such  property.  The  tax¬ 
payer  will  be  required  to  furnish  a  bond 
with  such  surety  as  the  district  director 
may  require  in  an  amount  not  in  excess 
of  double  the  estimated  additional  in¬ 
come  taxes  which  would  be  payable  if  no 
replacement  fund  were  established.  See 


$  U.  S.  C.  15  (Appendix  to  the  Income 
Tax  Regulations),  providing  that  where 
a  bond  is  required  by  law  or  regulations, 
in  lieu  of  surety  or  sureties  there  may  be 
deposited  bonds  or  notes  of  the  United 
States.  The  estimated  additional  taxes, 
for  the  amount  of  which  the  applicant  is 
required  to  furnish  security,  should  be 
computed  at  the  rates  at  which  the  ap¬ 
plicant  would  have  been  obliged  to  pay, 
taking  into  consideration  the  remainder 
of  his  taxable  (or  net)  income  and  re¬ 
solving  against  him  all  matters  in  dis¬ 
pute  affecting  the  amoimt  of  the  tax. 
Only  surety  companies  holding  certifi¬ 
cates  of  authority  from  the  Secretary  of 
■the  Treasury  as  acceptable  sureties  on 
Federal  bonds  will  be  approved  as  sure¬ 
ties.  The  application  should  be  executed 
in  triplicate,  so  that^he  district  director, 
the  applicant,  and  the  surety  or  deposi¬ 
tary  may  each  have  a  copy. 

Note:  This  section  Is  substantially  the 
same  as  {29.112  (f)-2  (Regulations  111). 

§  1.1033  (b)  Statutory  provisions;  in¬ 
voluntary  conversions;  residence  of  tax¬ 
payer. 

Sec.  1033.  Involuntary  conversions.  •  •  • 

(b)  Residence  of  taxpayer.  Subsection 
(a)  shall  not  apply,  in  the  case  of  property 
used  by  the  taxpayer  as  his  principal  resi¬ 
dence.  if  the  destruction,  theft,  seizure, 
requisition,  or  condenihation  of  the  resi¬ 
dence.  or  the  sale  or  exchange  of  such  resi¬ 
dence  under  threat  or  imminence  thereof, 
occurred  after  December  31.  1950,  and  before 
January  1, 1954. 

§  1.1033  (b)-l  Involuntary  conversion 
of  principal  residence.  Section  1033 
shall  apply  in  the  case  of  property  used 
by  the  taxpayer  as  his  principal  resi¬ 
dence  if  the  destruction,  theft,  seizure, 
requisition,  or  condemnation  of  such 
residence,  or  the  sale  or  exchange  of 
such  residence  imder  threat  or  immi¬ 
nence  thereof,  occurs  before  January  1, 
1951,  or  after  December  31,  1953.  Sec¬ 
tion  1033  shall  not  apply  in  the  case  of 
an  involuntary  conversion  of  property 
used  by  the  taxpayer  as  his  principal 
residence  if  the  destruction,  theft,  seiz¬ 
ure,  requisition  or  condemnation  of  such 
residence,  or  the  sale  or  exchange  of  such 
residence  under  threat  or  imminence 
thereof,  occurred  after  December  31, 
1950,  and  before  January  1.  1954.  In 
the  case  of  property  disposed  of  after 
December  31,  1950,  and  before  January 
1,  1954,  which  is  used  by  the  taxpayer 
partially  as  a  principal  residence  <and 
partially  for  other  purposes,  proper  al¬ 
location  shall  be  made  and  §  1.1033 
(a)-2  and  §  1.1033  (0-1  shall  apply  only 
with  respect  to  the  involuntary  con¬ 
version  of  the  portion  used  for  such 
other  purposes., 

§  1.1033  (c)  Statutory  provisions;  in¬ 
voluntary  conversions;  basis  of  property 
acquired  through  involuntary  conver¬ 
sion. 

Sec.  1033.  Involuntary  conversions.  •  •  • 

(c)  Basis  of  property  acquired  through  in¬ 
voluntary  conversion.  If  the  property  was 
acquired,  after  February  28.  1913,  as  the 
result  of  a  compulsory  or  involuntary  con¬ 
version  described  In  subsection  (a)  (1)  or 
(2) ,  the  basis  shall  be  the  same  as  In  the  case 
*  of  the  property  so  converted,  decreased  in 
the  amount  of  any  money  received  by  the 
taxpayer  which  was  not  expended  in  accord¬ 


ance  with  the  provisions  of  law  (applicable 
to  the  year  in  which  such  conversion  was 
made)  determining  the  taxable  status  of  the 
gain  or  loss  upon  such  conversion,  and  in. 
creased  in  the  amount  of  gain  or  decreased 
in  the  amount  of  loss  to  the  taxpayer  recog. 
nized  upon  such  conversion  under  the  law 
applicable  to  the  year  In  which  such  conver¬ 
sion  was  made.  This  subsection  shall  not 
apply  in  respect  of  property  acquired  as  a 
result  of  a  compulsory  or  involuntary  con. 
version  of  property  used  by  the  taxpayer  as 
his  principal  residence  if  the  destruction, 
theft,  seizure,  requisition,  or  condemnation 
of  such  residence,  or  the  sale  or  exchange  of 
such  residence  under  threat  or  imminence 
thereof,  occurred  after  December  31,  1950, 
and  before  January  1,  1954.  In  the  case  of 
property  purchased  by  the  taxpayer  in  a 
transaction  described  in  subsection  (a)  (3) 
which  resulted  in  the  nonrecognition  of  any 
part  of  the  gain  realized  as  the  result  of  a 
compulsory  or  involuntary  conversion,  the 
basis  shall  be  the  cost  of  such  property  de¬ 
creased  in  the  amount  of  the  gain  not  so 
recognized;  and  if  the  property  purchased 
consists  of  more  than  one  piece  of  property, 
the  basis  determined  under  this  sentence 
shall  be  allocated  to  the  purchased  proper¬ 
ties  in  proportion  to  their  respective  costs, 

§  1.1033  (c)-l  Basis  of  property  ac¬ 
quired  as  a  result  of  an  involuntary  con¬ 
version.  (a)  The  provisions  of  the  first 
sentence  of  section  1033  (c)  may  be  illus¬ 
trated  by  the  following  example: 

Example.  A’s  vessel  which  has  an  adjusted 
basis  of  (100,000  is  destroyed  in  1950  and  A 
receives  in  1951  Insurance  in  the  amount  of 
(200,000.  If  A  invests  (150,000  in  a  new  ves- 
sel,  taxable  gain  to  the  extent  of  (50,000 
would  -be  recognized.  The  basis  of  the  new 
vessel  is  (100,000;  that  is,  the  adjusted  basis 
of  the  old  vessel  ((100,000)  minus  the  money 
received  by  the  taxpayer  which  was  not  ex¬ 
pended  in  the  acquisition  of  the  new  vessel 
((50,000)  plus  the  amount  of  gain  recognized 
upon  the  conversion  ((50,000).  If  any 
amount  in  excess  of  the  proceeds  of  the  con¬ 
version  is  expended  in  the  acquisition  of  the 
new  property,  such  amount  may  be  added  to 
the  basis  otherwise  determined. 

(b)  The  provisions  of  the  last  sentence 
of  section  1033  (c)  may  be  illustrated  by 
the  following  example: 

Example.  A  taxpayer  realizes  (22,000  from 
the  involuntary  conversion  of  his  barn  in 
1955;  the  adjusted  basis  of  th>barn  to  him 
was  (10,000,  and  he  spent  in  the  same  year 
(20,000  for  a  new'barn  which  resulted  in  the 
nonrecognition  of  (10,000  of  the  (12,000  gain 
on  the  conversion.  The  basis  of  the  new 
barn  to  the  taxpayer  would  be  (10,000 — ^the 
cost  of  the  new  barn  ((20,000)  less  tbe 
amount  of  the  gain  not  recognized  on 
the  conversion  ((10,000).  The  basis  of  tbe 
new  barn  would  not  be  a  substituted  basis  in 
the  hands  of  the  taxpayer  within  the  mean- 
ing  of  Action  1016  (b)  (2).  If  the  replace¬ 
ment  of  the  converted  barn  had  been  made  by 
'the  purchase  of  two  smaller  barns  which, 
together,  were  similar  or  related  in  service 
or  use  to  the  converted  barn  and  which  cost 
(8,000  and  (12,(X)0,  respectively,  then  tbe 
basis  of  the  two  barns  would  be  (4,000  and 
(6,000,  respectively,  the  total  basis  of  tbe 
purchased  property  ((10,000)  allocated  in 
proportion  to  their  respective  costs  (8,000/ 
20,000  of  (10,000  or  (4,000;  and  12,000/20,000 
of  (10,000,  or  (6,000). 

§  1.1033  (d)  Statutory  provisions;  in¬ 
voluntary  conversions;  property  sold 
pursuant  to  reclamation  laws. 

Sec.  1033.  Involuntary  conversions.  •  •  • 

(d)  Property  sold  pursuant  to  reclamation 
laws.  For  purposes  of  this  subtitle,  if  ya’op- 
erty  lying  within  an  irrigation  project  is 
sold  or  otherwise  disposed  of  in  order  to 
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conform  to  the  acreage  limitation  provlstona 
of  Federal  reclamation  laws,  such  sale  or 
disposition  shall  be  treated  as  an  involuntary 
conversion  to  which  this  section  applies. 

5  1.1033  (d)-l  Disposition  of  excess 
property  within  irrigation  project 
deemed  to  be  involuntary  conversion. 

(a)  The  sale,  exchange,  or  other  disposi¬ 
tion  occurring  in  a  taxable  year  to  which 
the  Internal  Revenue  Code  of  1954  ap¬ 
plies,  of  excess  lands  lying  within  an 
irrigation  project  or  division  in  order  to 
conform  to  acreage  limitations  of  the 
Federal  reclamation  laws  effective  with 
respect  to  such  project  or  division  shall 
be  treated  as  an  involuntary  conversion 
to  which  the  provisions  of  section  1033 
and  the  regulations  thereunder  shall  be 
applicable.  The  term  “excess  lands” 
means  irrigable  lands  within  an  irriga¬ 
tion  project  or  division  held  by  ona  owner 
in  excess  of  the  amount  of  irrigable  land 
held  by  such  owner  entitled  to  receive 
water  under  the  Federal  reclamation 
laws  applicable  to  such  owner  in  such 
project  or  division.  Such  excess  lands 
may  be  either  (1)  lands  receiving  no 
water  from  the  project  or  division,  or 
(2)  lands  receiving  water  only  because 
the  owner  thereof  has  executed  a  valid 
recordable  contract  agreeing  to  sell  such 
lands  under  terms  and  conditions  satis¬ 
factory  to  the  Secretary  of  the  Interior. 

(b)  If  a  disposition  in  order  to  con-' 
form  to  the  acreage  liQiitation  provisions 
of  Federal  reclamation  laws  includes 
property  other  than  excess  lands  (as,  for 
example,  where  the  excess  lands  alone 
do  not  constitute  a  marketable  parcel) 
the  provisions  of  section  1033  (d)  shall 
apply  only  to  the  part  of  the  disposition 
that  relates  to  excess  lands. 

(c)  The  provisions  of  §  1.1033  (a) -2 
shall  be  applicable  in  the  case  of  dis¬ 
positions  treated  as  involuntary  conver¬ 
sions  under  this  section.  The  details  in 
connection  with  such  a  disposition  re¬ 
quired  to  be  reported  under  §  1.1033 

(a)-2  (c)  (2)  shall  include  the  authority 
whereby  the  lands  disposed  of  are  con¬ 
sidered  “excess  lands”,  as  defined  in  this 
section,  and  a  statement  that  such  dis¬ 
position  is  not  part  of  a  plan  contem¬ 
plating  the  disposition  of  all  or  any  non¬ 
excess  land  within  the  irrigation  project 
or  division. 

(d)  The  term  “involuntary  conver¬ 
sion”,  where  it  appears  in  subtitle  A  or 
the  regulations  thereunder,  includes  dis¬ 
positions  of  excess  property  within  irri¬ 
gation  projects  described  in  this  section. 
(See,  e.  g.,  section  1231  and  the  regula¬ 
tions  thereunder.) 

§  1.1033  (e)  Statutory  provisions;  in-* 
voluntary  conversions;  livestock  de¬ 
stroyed  by  disease. 

Btc.  1033.  Involuntary  conversions.  •  •  • 

(e)  Livestock  destroyed  by  disease.  For 
purposes  of  this  subtitle,  11  livestock  are 
destroyed  by  or  on  account  of  disease,  or  are 
sold  or  exchanged  because  of  disease,  such 
destruction  or  such  sale  or  exchange  shall 
be  treated  as  an  involuntary  conversion  to 
which  this  section  applies. 

§  1.1033  (e)-l  Destruction  or  disposi¬ 
tion  of  livestock  because  of  disease,  (a) 
The  destruction  occurring  in  a  taxable 
year  to  which  the  Internal  Revenue  Code 
of  1954  applies,  of  livestock  by,  or  on  ac¬ 
count  of,  disease,  or  the  sale  or  ex- 


cl]|inge,  in  such  a  year,  of  livestock  be¬ 
cause  of  disease,  shall  be  treated  as  an 
involuntary  conversion  to  which  the  pro¬ 
visions  of  section  1033  and  the  regula¬ 
tions  thereunder  shall  be  applicable. 
Livestock  which  are  killed  either  because 
they  are  diseased  or  because  of  exposure 
to  disease  shall  be  considered  destroyed 
on  account  of  disease.  Livestock  which 
are  sold  or  exchanged  because  they  are 
diseased  or  have  been  exposed  to  disease, 
and  would  not  otherwise  have  been  sold 
or  exchanged  at  that  particular  time 
shall  be  considered  sold  or  exchanged 
because  of  disease. 

(b)  The  provisions  of  S  1.1033  (a) -2 
shall  be  applicable  in  the  case  of  a  dis¬ 
position  treated  as  an  involuntary  con¬ 
version  under  this  section.  The  details 
in  connection  with  such  a  disposition  re¬ 
quired  to  be  reported  under  §  1.1033 

(a)-2  (c)  (2)  shall  include  a  recital  of 
the  evidence  that  the  livestock  were  de¬ 
stroyed  by  or  on  account  of  disease,  or 

.sold  or  exchanged  because  of  disease. 

(c)  The  term  .“involuntary  conver¬ 
sion,”  where  it  appears  in  subtitle  A  or 
the  regulations  thereunder,  includes  dis¬ 
position  of  livestock  described  in  this 
section.  (See,.e.  g.,  section  1231  and  the 
regulations  thereunder.) 

§  1.1033  (f )  Statutory  provisions;  in¬ 
voluntary  convertions;  cross  references. 

SBC.  1033.  Involuntary  conversions.  *  *  • 

(f)  Cross  references.  (1)  For  determina¬ 
tion  of  the  period  for  which  the  taxpayer 
has  held  property  involuntarily  converted, 
see  section  1223. 

(2)  For  treatment  of  gains  from  involim- 
tary  conversions  as  capital  gains  in  certain 
cases,  see  section  1231  (a) . 

,  §  1.1033  (f)-l  Effective  date.  The 

provisions  of  section  1033  and  the  regu- 
latioim  thereunder  are  effective  for  tax¬ 
able  years  beginning  after  December  31, 
1953,  and  ending  after  August  16,  1954, 
the  date  of  enactment  of  the  Internal 
Revenue  Code  of  1954.  See  section  7851 
(a)  (1)  (A).  / 

[P.  B.  Doc.  67-188;  Filed,  Jan.  9,  1957; 

8:47  a.  m.) 


TITLE  3T^MONEY  AND 
FINANCE:  TREASURY 

Chapter  II — Fiscal  Service,  Depart* 
ment  of  the  Treasury 

Subchajtter  B— Bureau  of  the  Public  Debt 
[1957  Dept.  Circ.  760,  Rev.,  Arndt.  3] 

Part  321 — ^Payments  by  Banks  and  Other 
Financial  Institutions  in  Connection 
With  the  Redemption  of  United 
States  Savings  Bonds 

REIMBURSEMENT  OF  AGENTS’  COSTS 

January  4, 1957. 

Section  321.5  of  Treasury  Department 
Circular  No.  750,  Revised,  dated  June  30, 
1945,  as  amended  (31  CPR  Part  321), 
is  hereby  further  amended  to  read  as 
follows: 

§  321.5  Reimbursement  of  agents 
costs,  (a)  Each  paying  agent  shall  be 
entitled  to  receive  reimbursement  for  its 
service  for  all  bonds  paid  hereunder  and 
accounted  for*  by  it  in  each  calendar 
quarter,  according  to  the  following  scale: 


15  cents  for  the  first  1,(X)0  bonds. 

10  cents  each  for  all  over  1,000  bonds. 

Each  Federal  Reserve  Bank  is  authorized 
to  establish  a  definite  and  regular  closing 
time  for  determining  those  paid  bonds  to 
be  considered  as  accounted  for  in  a 
calendar  quarter.  Such  closing  time 
may  be  based  upon  a  time  that  the  paid 
bonds  are  forwarded  to,  or  received  by, 
the  Federal  Reserve  Bank  and  shall  be 
uniformly  applied  throughout  the  Dis¬ 
trict  of  such  Bank.  The  scale  of  rates 
shall  be  applicable  separately  to  the 
agent  and  to  each  of  its  branches  utilized 
in  making  payments  under  this  circular, 
if  the  bonds  paid  by  each  are  separately 
scheduled  and  accounted  for.  The  pay¬ 
ment  of  such  amount  as  the  agent  is  en¬ 
titled  to  receive  will  be  made  by  the 
Treasuir  Department. 

(b)  Paying  agents  shall  not  make  any 
charge  whatever  to  owners  of  savings 
bonds  in  connection  with  payments 
hereunder. 

(Sec.  22,  49  Stat.  41,  as  amended;  31  17.  S.  C. 
757c) 

Compliance  with  the  notice,  public 
procedure,  and  effective  date  require¬ 
ments  of  the  Administrative  Procedure 
Act  (Pub.  Law  404,  79th  Cong.;  60  Stat. 
237)  is  found  to  be  unnecessary  with 
respect  to  this  amendment  which  does 
not  affect  existing  rights  and  comes 
within  section  4  (2)  of  the  Administra¬ 
tive  Procedure  Act,  60  Stat.  238;  5  U.  S.  C. 
1003  (2). 

[seal]  W.  Randolph  Burgess, 
Acting  Secretary  of  the  Treasury. 

[F.  B.  Doc.  57-186;  Filed.  Jan.  9.  1957; 

8:47  a.  m.) 


TITLE  32— NATfONAL  DEFENSE 

•  i 

Chapter  V— Department  of  the  Army 

Subchapter  B— Claims  and  Accounts 
Part  533 — Gratuity  Upon  Death 

Sections  533.1  through  533J2,  includ¬ 
ing  Figure  1,  are  revoked  and  the 
following  substituted  therefor: 

§  533.1  Scope.  Section^  533.1  to  533.14 
set  forth  the  authority  and  prescribe  the 
procedures  for  making  payment  of  the 
six  months’  death  gratuity  to  benefi¬ 
ciaries  of  deceased  military  personnel  as 
described  herein. 

§  533.2  Statutory  authority.  The  stat¬ 
utes  upon  which  §§  533.1  to  533.14  are 
based  are: 

(a)  Servicemen’s  and  Veterans’  Sur¬ 
vivor  Benefits  Act  (Pub.  Law  881,  84th 
Cong.) 

(b)  10  U.  S.  C.  4338. 

(c)  Sec.  4  (b),  act  of  August  9,  1946 
(60  Stat.  964) ,  as  amended. 

§  533.3  Definitions.  For  the  purpose 
of  §§  533.1  to  533.14,  the  following  defi¬ 
nitions  apply : 

(a)  Member  means  a  person  ap¬ 
pointed,  enlisted,  or  inducted  in  a  com¬ 
ponent  of  the  Army  (including  a  reserve 
component),  or  in  the  Army  of  the 
United  States  without  specification  of 
component  and  any  person  serving  in 
the  Army  under  call  or  conscription. 
The  term  included: 
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( 1 )  A  retired  member  of  the  Arm7. 

(2)  A  cadet  at  the  United  States  Mil¬ 
itary  Academy. 

(3)  A  member  of  the  Reserve  Officers* 
Training  Corps,  when  ordered  to  annual 
trsdning  duty  for  14  days  or  more,  and 
while  performing  authorized  travel  to 
and  from  that  duty;  and 

(4)  Any  person  while  en  route  to  or 
from,  or  at,  a  place  for  final  acceptance 
or  for  entry  upon  active  duty  in  the  mili¬ 
tary  service,  who  has  been  provisionally 

_  accepted  for  such  duty;  or  who,  under 
the  Universal  Military  Training  and 
Service  Act,  has  been  selected  for  active 
military  service;  and  has  been  ordered 
or  directed  to  proceed  to  such  place.  If 
that  person  suffers  an  injury  or  disease 
resulting  in  disability  or  death  he  will 
be  deemed  to  be  on  active  duty  when 
such  incident  occurs,  and  to  be  entitled 
to  the  basic  pay  of  the  pay  grade  which 
he  would  receive  upon  final  acceptance 
or  entry  upon  active  duty. 

<b)  Reserve  component  means: 

(1)  The  Army  Reserve,  and 

(2)  The  National  Guard  of  the  United 
States.  (A  member  of  the  National 
Guard  of  the  several  States,  Territories, 
or  the  District  of  Columbia  when  per¬ 
forming  training  or  duty  under  32  U.  S.  C. 

-  316,  502,  503,  504,  or  505,  will,  for  the 
purpose  of  §§  533.1  to  533.14,  be  consid¬ 
ered  a  member  of  a  reserve  component, 
and  training  or  duty  performed  by  such 
member  imder  those  sections  will  be 
considered  active  duty  for  training  or 
inactive  duty  training  as  appropriate). 

(c)  Active  duty  means; 

(1)  Full-time  duty  performed  by  a 
member,  other  than  active  duty  for 
training, 

(2)  Service  as  a  cadet  at  the  United 
States  Military  Academy,  and 

(3)  Authorized  travel  to  or  from  such 
duty  or  service.  ' 

(d)  Active  duty  for  training  means: 

(1)  Full-time  duty  performed  by  a 
member  of  a  reserve  component  in  the 
active  military  service  for  training 
purposes, 

(2)  Annual  training  duty  performed 
for  a  period  of  14  days  or  more  by  a 
member  of  the  Reserve  Officers’  Train¬ 
ing  Corps,  and' 

(3)  Authorized  travel  to  or  from  such 
duty. 

(e)  Inactive  duty  training  means  any 
of  the  training,  instruction,  duty,  appro¬ 
priate  duties,  or  equivalent  training,  in¬ 
struction,  duty,  appropriate  duties,  or 
hazardous  duty,  performed  with  or  with¬ 
out  compensation  by  a  member  of  a  re¬ 
serve  component,  prescribed  by  the  Sec¬ 
retary  of  the  Army  pursuant  to  section 
501  of  the  Career  Compensation  Act  of 
1949.  The  term  does  not  include  work 
or  study  performed  by  a  member  of  a 
reserve  component  in  connection  with 
service  correspondence  comses,  or  at- 
tendanoe,  imder  the  sponsorship  of  the 
Army,  at  an  educational  institution  in 
an  inactive  status. 

(f)  The  term  spouse  means  any  man 
or  woman  who  is  legally  married  to  a 
member  at  the  time  of  the  member’s 
death. 

(g)  ’The  term  child  means  the  legiti¬ 
mate  child  of  a  member;  a  child  legally 


adopted;  and  illegitimate  child  but  a^o 
the  father  only  if  acknowledged  in  writ¬ 
ing.  signed  by  him,  or  if  he  has  been 
judicially  ordered  or  decreed  to  contrib- 
yte  to  the  child’s  support  or  has  been, 
prior  to  his  death,  judicially  decreed  to 
be  the  putative  father  of  such  child,  or 
if  he  is  otherwise  shown  by  satisfactory 
evidence  to  be  the  putative  father  of  such 
child;  and  a  stepchild,  if  that  child  is  a 
member  of  the  serviceman’s  household. 
Where  the  relationship  between  a  mem¬ 
ber  and  a  stepchild  was  created  by  mar¬ 
riage  which  was  terminated  by  death, 
the  relationship  in  the  absence  of  any 
evidence  to  the  contrary,  may  be  con¬ 
sidered  as  continuing  so  far  as  payment 
of  the  gratuity  is  concerned,  ^e  24 
Comp.  Gen.  320. 

(h)  The  term  parent  means  the  na¬ 
tural  father  or  mother,  and  father  or 
mother  through  adoption.  This  term 
includes  persons  who  for  a  period  of  not 
less  than  1  year  have  stood  in  loco 
parentis  to  a  member  at  any  time  prior, 
to  entry  into  active  seig/ice,  provided  that 
not  more  than  one  father  and  one 
mother  shall  be  recognized  in  any  case, 
and  preference  shall  be  given  to  the 
father  or  mother  who  actually  exercised 
parental  relationship  at  the  time  of  or 
most  nearly  prior  to  the  date  of  entry 
into  active  service  by  the  person  who 
served. 

§  533.4  Entitlement,  (a)  The  Secre¬ 
tary  of  the  Army  will  have  a  death  gra¬ 
tuity  paid  immediately  upon  official  noti¬ 
fication  of  the  death  of  a  member  under 
his  jurisdiction  who  dies  while  on  active 
duty  (to  include  authorized  travel  to  or 
from  such  duty) ,  active  duty  for  training 
(to  include  authorized  travel  to  or  from, 
such  duty) ,  or  inactive  duty  training,  ex¬ 
cept  as  provided  in  paragraph  (Jb)  of 
this  section.  The  death  gratuity  will  be 
paid  regardless  of  whether  death  oc¬ 
curred  not  in  line  of  duty  or  as  a  result 
of  the  member’s  misconduct,  if  otherwise 
proper.  The  death  gratuity  will  equal 
six  months’  basic  pay  (plus  special  and 
incentive  pays)  at  the  rate  to  which  the 
deceased  member  was  entitled  on  the 
date  of  his  death,  but  will  not  be  less  than 
$890  nor  more  than  $3,000. 

(b)  No  payment  will  be  made  if  the 
deceased  member  suffered  death  as  a  re¬ 
sult  of  lawful  punishment  for  crime  or 
for  a  military  offense,  except  when  death 
was  so  inflicted  by  any  hostile  force  with 
which  the  Armed  Forces  of  the  United 
States  have  engaged  in  armed  conflict. 

§  533.5  Beneficiaries,  (a)  Except  as 
provided  in  §  533.10,  the  death  gratuity 
will  be  paid  to  or  for  the  living  survivor 
or  survivors  of  the  deceased  member  first 
listed  below: 

(1)  His  spouse. 

(2)  His  children  (without  regard  to 
their  age  or  marital  status)  in  equal 
shares. 

(3)  His  parents  or  his  brothers  or  sis¬ 
ters  (including  those  of  the  half  blood 
and  those  through  adoption)  when  des¬ 
ignated  by  him  (see  paragraph  (b)  of 
this  section, 

(4)  His  parents  in  equal  shares. 

(5)  His  brothers  and  sisters  (including 
those  of  the  half  blood  and  those  through 
adoption)  in  equal  shares. 


If  a  survivor  dies  before  he  receives  the 
amount  to  which  Jie  is  entitled,  such 
amount  will  be  paid  to  the  then  living 
survivor  or  survivors  first  listed  above. 

(b)  A  member  has  the  right  to  desig. 
nate  certain  alternative  beneficiaries  who 
will  receive  the  gratuity  if  he  dies  without 
a  surviving  spouse  or  children.  He  may 
designate  one  or  more  of  his  parents, 
brothers  and  sisters  (or  any  combination 
thereof)  as  alternative  beneficiaries  and 
may  prescribe  the  amount  that  each  will 
receive.  He  may  state  the  percentage  to 
be  given  each  alternative  beneficiary  but 
the  total  shall  not  be  more  than  100  per¬ 
cent  of  the  total  amount  of  the  gratuity. 

§  533.6  Death  gratuity  courage  of 
reservists  while  traveling  to  or  from 
place  of  duty.  Any  member  of  a  reserve 
component: 

(a)  'Who,  when  authorized  or  re¬ 
quired  by  competent  authority,  assumes 
an  obligation  to  perform  active  duty  for 
training  or  inactive  duty  training;  and 

(b)  Who  dies  from  an  injury  incurred 
on  or  after  January  1,  1957,  while  en¬ 
titled  to  basic  pay  and  while  proceeding 
directly  to  or  returning  directly  from 
such  active  duty  for  training  or  inactive 
duty  training,  as  the^case  may  be,  will 
be  deemed  to  have  been  on  active  duty 
for  training  or  inactive  duty  training,  as 
the  case  may  be,  at  the  time  such  injury 
was  incurred.  The  Adjutant  General, 
Department  of  the  Army,  will,  on  behalf 
of  the  Secretary  of  the  Army,  determine 
whether  such  member  of  a  reserve  com¬ 
ponent  was  so  authorized  or  required  to 
perform  such  duty,  and  whether  he  died 
from  injury  so  incurred.  In  making  such 
determinations.  The  Adjutant  General 
will  take  into  consideration  the  hour  on 
which  the  member  began  to  so  prpceed 
or  so  return ;  the  hour  on  which  he  was 
scheduled  to  arrive  for,  or  on  which  he 
ceased  to  perform,  such  duty  ;  the  method 
of  travel  employed;  his  itinerary;  the 
manner  in  which  the  travel  was  per¬ 
formed;  and  the  immediate  cause  of 
death.  Whenever  any  claim  is  filed 
alleging  that  the  claimant  is  entitled  to 
benefits  by  reason  of  this  section,  the 
burden  of  proof  will  be  upon  the 
claimant. 

§  533.7  Gratuity  coverage  for  death 
within  120  days  after  discharge  or  release 
from  active  service,  (a)  Payment  of  the 
six  months’  death  gratuity  will  be  made 
when  a  member  or  former  member  dies 
on  or  after  January  1,  1957,  during  the 
120-day  period  which  begins  on  the  day 
following  the  date  of  his  discharge  or 
release  from  active  duty,  active  duty  for 
training,  or  inactive  duty  training,  if  the 
Administrator  of  Veterans’  Affairs  deter¬ 
mines  that  the  death  resulted  from: 

(1)  Disease  or  injury  incurred  or  ag¬ 

gravated  while  on  such  active  duty  or 
active  duty  for  training ;  or  — 

(2)  Injury  incurred  or  aggravated 
while  on  such  inactive  duty  training. 

(b)  Determinations  by  the  Adminis¬ 
trator  of  Veterans’  Affairs  that  death 
occurred  under  the  circumstances  re- 
.  f erred  to  in  paragraph  (a)  of  this  section, 
when  made  on  the  basis  of  claims  for 
’dependency  and  indemnity  compensa¬ 
tion,  are  certified  to  the  Secretary  of  the 
Army;  in  all  other  cases,  the  Adminis- 
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absent  without  leave  status  and  the  date 
of  death  was  *subsequent  to  date  of  the 
expiration  of  the  deceased’s  normal  pe¬ 
riod  of  enlistment.  Sfee  MS.  Comp.  Gen. 
B-105587,  November  19, 1951. 

(e)  Flying  requirements  not  met  when 
on  flying  status.  If  a  member  dies  while 
assigned  to  flying  duty  and  has  not 
made  any  flights  during  any  one  of  the 
3  months  immediately  succeeding  the 
quarter  in  which  he  last  met  the  flight 
requirements,  his  rate  of  pay  for  the  pay¬ 
ment  of  the  six  months’  gratuity  includes 
the  increased  pay  for  flying  although  no 
flying  pay  had  accrued  to  him  on  the  date 
of  his  death,  if  sufficient  time  remained 
in  which  flight  requirements  could  have 
been  met.  See  7  Comp,  Gen.  476. 

(f)  Flight  status  suspended.  If  a 
member  dies  while  imder  suspension 
from  flying  duty,  pay  for  flying  will  not 
be  included  in  the  rate  of  hay  at  date 
of  death  for  the  payment  of  the  six 
months’  death  gratuity.  See  MS.  Comp. 
Gen.  B-122105,  AprU  12, 1955. 

(g)  Advanced  in  grade  after  date  of 
death.  Section  2  of  the  act  of  March  7, 
1942,  as  amended,  which  entitles  any 
member  in  active  service  officially  re¬ 
ported  as  missing,  missing  in  action,  in¬ 
terned  in  a  foreign  country,  captured  by 
a  hostile  force,  beleaguered  or  besieged, 
to  continue  to  receive,  or  have  credited 
to  his  account,  the  pay  and  allowances 
to  which  he  was  then  or  thereafter  be¬ 
came  entitled,  does  not  authorize  com¬ 
putation  of  the  six  months’  death  gra¬ 
tuity  pa3anent  on  the  basis  of  pay  for 
a  grade  to  which  a  member  was  advanced 
after  being  officially  reported  missing 
where  it  Was  later  determined  that  the 
member  had  died  prior  to  such  advance¬ 
ment  in  grade.  See  22  Comp.  Gen.  395. 

(h)  Declared  dead  after  missing.  In 
the  case  of  a  member  who  was  officially 
carried  in  a  missing  status  and  subse¬ 
quently  declared  dead  as  of  a  certain 
date,  the  death  gratuity  should  be  com¬ 
puted  on  the  pay  rate  to  which  the  mem¬ 
ber  was  entitled  on  the  date  as  of  which 
he  was  declared  dead,  rather  than  on 
the  rate  he  was  receiving  at  the  begin¬ 
ning  of  the  missing  status.  See  22  Comp. 
Gen.  1053. 

fAR  35^1370,  December  19,  1956]  (R.  S.  161; 

5  U.  S.  C.  22.  Interpret  or  apply  sec.  4,  60 
Stat.  868,  as  amended,  secs.  301-304,  Pub.  Law 
881.  84th  Cong.  70  Stat.  868.  sec.  4338.  70A 
SUt.  239;  37  U.  S.  C.  33,  10  U.  S.  C.  4338) 

[SEAL]  Herbert  M.  Jones, 

Major  General,  U.  S.  Army. 

The  Adjutant  General. 

[P.  R.  Doc.  67-165;  PUed,  Jan.  9,  1957; 

8:45  a.  m.] 


this  section  are  (except  for  line  of  duty)  duty  training  from  disease  incurred 
those  applicable  under  disability  com-  while  so  traveling, 
pemation  laws  administered  by  the  §533.11  Six  months’ death  gratuity 
Vetera^  Administration.  exempt  from  indebtedness.  The  amount 

(d)  For  purposes  of  computi^  the  months’  death  gratuity  can- 

amount  of  the  death  gratuity  to  be  paid  ^g^  satisfy  the  debt  of  a 

by  reason  of  this  secticm,  toe  deceased  deceased  member,  not  even  for  over 
member  or  former  member  is  deemed  to  payment.  See  MS.  Comp.  Dec.,  May  14, 
be  entitled  on  the  date  of  his  death  to  j  , 

basic  pay  (plus  special  and  incentive  '  , 

pay)  at  the  rate  to  which  he  was  en-  §  533.12  Will;  not  a  designation,  A 
titled  on  the  last  day  he  performed  such  general  bequest  in  a  will  is  not  a  desig- 
active  duty,  active  duty  for  training,  or  nation  within  the  meaning  of  the  act 
inactive  duty  training.  providing  the  six  months’  gratuity  pay, 

(e)  Death  gratuity  Is  not  payable  as  that  gratuity  is  not  a  debt  or  money 
under  the  provisions  of  this  section  <iue  the  member  and  cannot  become  a 
unless  the  Administrator  of  Veterans’  part  of  his  estate. 

Affairs  determines  that  the  deceased  §  533.13  Special  determinations— 
member  or  former  member  was  dis-  Person  who  dies  en  route  home  upon 
charged  or  released  under  conditions  release  from  active  duty.  Any  person 
other  than  dishonorable  from  such  pe-  who  is  discharged  or  released  from  a 
riod  of  active  duty,  active  duty  for  train-  period  of  active  duty  will  be  deemed  to 
ing,  or  inactive  duty  training.  *  continue  on  active  duty  during  the  period 

§  533.8  Active  duty  without  pay.  A  of  time  inimediately  foUowing  the  date 
member  of  a  reserve  component  who  per-  of  such  discharge  or  release  that  The 
forms  active  duty,  active  duty  for  train-  Adjutant  General,  on  behalf  of  the  See¬ 
ing,  or  inactive  duty  training,  without  retary  of  the  Army,  may  determine  is 
pay.  is  considered  as  having  been  en-  required  for  him  to  proceed  to  his  home 
titled  to  basic  pay  while  performing  such  by  the  most  direct  route.  In  any  event, 

he  will  be  deemed  to  continue  on  active 
,  duty  imtil  midnight  of  the  date  of  such 

§  533.9  Hospitclizatioti  of  tuottihCTS  of  discharge  or  release. 
reserve  components.  ,  A  meinber  of  a  re-  (b)  Leader  of  Military  Academy  Band. 
serve  component  of  the  military  service  The  dependents  of  the  director  of  music, 
who  suffers  disability  while  on  active  the  leader  of  the  Military  Academy  Band, 
duty,  active  duty  for  training,  or  inactive  are  entitled  to  the  same  death  gratuity 
duty  training,  and  who  is  placed  in  a  pay  as  dependents  of  an  officer  of  the  Regu- 
status  while  he  iS  receiving  hospitaliza-  lar  Army  of  corresponding  grade  with 
tion  or  medical  care  (including  outpa-  corresponding  length  of  service, 
tient  care)  for  such  disability  is  deemed  (c)  Missing  personnel.  For  missing 
to  continue  on  such  duty  for  so  long  as  personnel  determined  to  be  dead  see  AR 
he  remains  in  a  pay  status.  35-1325  (Administrative  Regulations 

§  533.10  To  whom  not  payable.  Pe^-  pertaining  to  pay  of  persoimel  while 
ment  of  the  six  months’ gratuity  may  not  missing,  captur^  or  interned  )  , 
be  made  to*  -  -  Absent  without  leave.  (1)  During 

(a)  A  person  who  takes  the  life  of  the  of  absence  without  leave,  a  mem- 

deceased,  on  whose  account  death  gra-  ^ 

tuity  would  otherwise  be  payable  to  such  suto  LSnee  unl^s  such^bsence  is  ex? 
beneficiary.  The  only  exception  to  this  such  aosence  unless  sucn  ao^ncew  ^ 

policy  is  a  case  where  a  person  takes  the  ^  w 

life  of  the  deceased  but  the  records  clear-  ^ 

ly  establish  the  absence  of  any  felonious  Pay  and  allowances,  toerefore^^if  a  mem- 
intent  on  the  part  of  the  person  who 

Sh  gra'toitv'^  ^ee  MreoX^Gen  '  as  the  slJ 

A-60953,  June  *12,  1935,  and  MS.  Comp*.  She^ise^naiable^^^^^^  ^  authorized  if 

'’f  K.  ^2)  to  each  where  a  member  dies 

(b)  The  natural  parent  of  a  member  after  having  been  dropped  from  the  rolls 

who  had  been-legally  adopted.  The  fact  as  a  deserter  or  where  there  is  an  in- 
that  the  member  returned  to  reside  with  dication  that  the  member  may  be  a 
the  natural  parent  before  induction  into  deserter,  an  administrative  determina- 
the  service  and  designated  the  natural  tion  as  to  whether  the  member  was  in  a 
parent  as  beneficiary  to  receive  the  pay-  desertion  or  absent  without  leave  status 
ment  does  not  change  the  foregoing  ^.t  date  of  death  will  be  obtained  from 
statement,  unless  the  member  resided  The  Adjutant  C^neral  by  the  Command- 
with  the  natural  parent  for  a  period  of  Ftoance  Center,  Umted 

nnf  locc  States  AHuy.  Payment  of  the  six 

fntVfK  ^  H  ^  months’  death  gratuity  will  be  depend- 

nto  the  active  service  and  parental  re-  the  determination  as  to  the 

lationship  was  exercised  by  the  natural  g^atus  of  such  member.  See  31  Comp, 
parent  at  the  time  of  or  most  nearly  Gen.  645. 

prior  to  the  date  the  member  entered  (3)  Pajrment  of  the  six  months*  death 
into  active  service.-  See  24  Comp.  Gen.  gratuity  is  not  authorized  if  death  oc- 
479.  curred  when  the  deceased  was  in  an 
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Opposite  Panama  and  imder  '‘Services 
available/*  Combination  packages, 
change  X  to  V< 

b.  In  S  111^  Specific  categories  amend 
subdivision  U)  of  paragraph  (b)  (3)  by 
changing  the  reference  to  “5  101.2  (b) 
(2)  of  this  chapter”  in  the  last  sentence 
thereof  to  “subparagraph  (2)  of  this 
paragraph/* 

(R.  S.  161,  396,  as  amended,  398,  as  amended; 
6  U.  S.  C.  22, 369, 372) 

c.  In  1 112.1  Chart  of  rates  and  mail¬ 
ing  conditions,  make  the  following 
changes: 

1.  Amend  the  coimtry  item  Malayst  so 
as  to  indicate  the  availability  of  in¬ 
surance  service. 

2.  Amend  the  country  item  Sudan,  as 
follows: 

i.  Insert  as  the  applicable  Air  Parcel 
Post  rates  $1.62  for  the  first  4  oimces  and 
78  cents  for  each  additional  4  ounces  or 
fraction. 

'  ii.  As  to  the  surface  parcel  post  rates. 
Insert  87  cents  in  lieu  of  91  cents  for  the 
first  poimd;  and  23  cents  in  lieu  of  22 
cents  for  each  additional  pound  or 
fraction. 

(R.  8.  161,  396,  as  amended,  398,  as  amended; 
5  U.  8.  C.  22,  369,  372) 

d.  In  S  122.3  Preparation  (21  F.  R. 
9132)  amend  paragraph  (c)  (1)  to  read 
as  follows: 

(1)  Declaration  of  value.  Tou  must 
declare  the  full  value  of  Postal  Union 
mail  offered  for  registration.  This  is 
solely  for  the  purpose  of  enabling  the 
accepting  clerk  to  identify  valuable  regis- 


DEPARTMENT  OF  AGRICULTURE 
Agricultural  Marketing  Service 
[  7  CFR  Part  952  J 

[Docket  No.  AO-256-A3] 

IdiLK  nr  Austin- Waco,  Tex.,  Marketing 
Area 

NOTICE  or  HEARING  ON  PROPOSED  AMEND¬ 
MENTS  TO  TENTATIVE  MARKETING  AGREE¬ 
MENT  AND  TO  ORDER,  AS  AMENDED 

Pursuant  to  the  provisions  of  the  Agri¬ 
cultural  Miu'keting  Agreement  Act  of 
1937,  as  amended  (7  U.  S.  C.  601  et  seq.) , 
and  the  applicable  rules  of  practice  and 
procedure,  as  amended,  governing  the 
formulation  of  marketing  agreements 
and  marketing  orders  (7  CFR  Part  900) , 
notice  is  hereby  given  of  a  public  hearing 
to  be  held  in  the  Lower  Colorado  River 
Authority  Building,  Lake  Austin  Boule¬ 
vard,  Austfn,  Texas,  beginning  at  10:00 
a.  m.,  on  January  14,  1957,  with  respect 
to  proposed  amendments  to  the  tentative 
marketing  agreement  and  order,  as 
amended,  regulating  the  handling  of 
milk  in  the  Austin- Waco,  Texas,  market¬ 
ing  area. 

\  The  public  hearing  is  for  the  purpose 
of  receiving  evidence  with  respect  to  the 
economic  and  marketing  conditions 


tered  mail  for  recording  purposes.  Tou 
must  not  regard  the  declared  value  as 
being  the  amount  of  indemnity  payable 
in  case  of  l<}ss.  See  §  152.2  (a)  of  this 
chapter  concerning  limits  of  indemnity 
for  registered  Postal  Union  mail. 

(R.  8.  161,  396,  as  amended,  398,  as  amended; 
6  U.  8.  C.  22,  369,  372) 

e.  In  f  141.1  Postal  Union  mail,  make 
the  following  changes:  1.  Amend  the 
table  ih  paragraph  (b)  (2)  as  follows: 

1.  Insert  in  proper  order  the  following ; 

FaUecido  (Sp.) _ Deceased 

ii.  Strike  out  the  following: 

Muerte  (8p.) _ Deceased 

2.  In  paragraph  (c),  amend  subdivi¬ 
sion  (i)  of  subparagraph  (2)  to  read  as 
follows: 

(i)  On  any  8-o\mce  merchandise 
package,  return  postage  of  3  cents  for  the 
first  2  ounces  and  2  cents  for  each  ad¬ 
ditional  2  ounces. 

3.  In  paragraph  (c)  amend  subdivision 
(iv)  of  subparagraph  (2)  to  read  as 
follows: 

(iv)  On  second-class  matter  returned 
from  Canada,  if  you  are  the  puUisher  or 
registered  news  agent,  return  postage  of 
2  cents  for  the  first  2  ounces  and  1  cent 
for  each  additional  2  ounces. 

(R.  8.  161,  396,  as  amended,  398,  as  amended; 
5  U.  8.  C.  22,  369,  372) 

[SEAL]  Abe  McGregor  Goff, 

General  Counsel. 

[P.  R.  Doc.  67-175;  Piled,  Jan.  9,  1957; 
8:45  a.  m.] 


which  relate  to  the  proposed  amend¬ 
ments,  hereinafter  set  forth,  and  any 
appropriate  modifications  thereof,  to  the 
tentative  marketing  agreement  and 
order,  as  amended. 

The  proposed  amendments,  set  forth 
below,  have  not  received  the  approval  of 
the  Swretary  of  Agriculture. 

Proposed  by  The  Mid-Tex  Milk  Pro¬ 
ducers’  Association: 

,1.  Amend  §  952.10  by  adding  thereto 
tlie  following:  “and  (b)  any  plant  ap¬ 
proved  by'  the  appropriate  health 
authority  to  supply  milk  for  distribution 
as  Grade  A  milk  in  the  marketing  area 
if  such  plant  is  owned  and  operated  by 
a  cooperative  association  and  milk  from 
members  of  such  ass(x;iation  is  trans¬ 
ferred  during  the  month  from  such  a 
plant  to  a  distributing  plant.’* 

2.  Amend  §  952.13  by  adding  thereto 
the  following:  "and  (b)  a  cooperative 
association  which  is  the  operator  of  a 
plant  pursuant  to  §  952.10  (b)  with  re¬ 
spect  to  the  milk  of  any  producer  which 
it  causes  (1)  to  be  transferred  from  such 
Idant  to  the  fiuid  milk  plant  of  another 
handler,  and  (2)  which  it  causes  to  be 
delivered  direct  from  the  farm  in  trans¬ 
port  trucks  owned  and  operated  by  such 
association  to  the  fi,uid  milk  plant  of 
another  handler,  provided  that  such  milk 


shall  be  deemed  to  have  been  received 

the  C(X)perative  association  at  the 
location  of  the  fiuid  milk  plant  to  which 
it  is  delivered  except  that  such  milk 
shall  be  considered  as  a  receipt  of 
producrer  milk  by  the  operator  of  such 
fiuid  milk  plant  for  the  purpose  of 
&§  952.42,  952.41  (b)  (4),  952.46  (a)  (1), 
and  952.94.” 

3.  Delete  §  952.18  and  substitute  there¬ 
for  the  following: 

§  952.18  Producer-handler.  “Produ¬ 
cer-handler”  means  any  person  who  pro¬ 
duces  milk  and  operates  an  approved 
plant  but  receives  no  milk  from  other 
dairy  farmers  and  who,  during  the  de¬ 
livery  period,  disposes  of  no  more  than 
1,000  poimds  on  a  daily  average  of  Class 
I  milk  as  defined  pursuant  to  §  952.41  (a) 
through  a  route (s)  in  the  marketing 
area:  Provided,  That  such  handler  shall 
furnish  to  the  market  administrator  for 
his  verification,  subject  to  review  by  the 
Secretary,  evidence  that  the  mainten¬ 
ance,  care,  and  management  of  the  dairy 
animals  and  other  resources  necessary 
for  the  production  of  milk  in  his  name 
are  and. continue  to  be  the  personal  en¬ 
terprise  of  and  at  the  personal  risk  of 
such  producer  and  the  processing,  pack¬ 
aging,  and  distribution  of  the  milk  are 
and  continue  to  be  the  personal  enter¬ 
prise  of  and  at  the  personal  risk  of  such 
producer  in  his  capacity  as  a  handler. 

4.  Amend  §  952.41  to  provide  that  all 
skim  milk  and  butterfat  contained  in 
inventory  of  milk  and  milk  products 
designate  as  Class  I  milk  on  hand  at 
the  end  of  the  month  shall  be  classified 
as  Class  I. 

5.  Delete  §  952.41  (b)  (4)  and  substi¬ 
tute  therefor  the  following: 

(4)  In  shrinkage  assigned  to  CHass  n 
milk  pursuant  to  §  952.42. 

6.  Delete  §  952.42  and  substitute  there- 
‘  for  the  following: 

§  952.42  Shrinkage.  The  market  ad¬ 
ministrator  shall  determine  the  assign¬ 
ment  of  shrinkage  to  Class  II  milk  at  the 
fluid  milk  plant  (s)  of  each  handler  as 
follows: , 

(a)  Determine  the  total  shrinkage  of 
butterfat  and  skim  mijk  in  the  fluid 
milk  plant (s)  of  the  handler; 

(b)  Multiply.the  pounds  of  skim  milk 
and  butterfat  in  producer  milk  and  other 
source  milk  by  0.02; 

(c)  Multiply  the  pounds  of  butterfat 
and  skim  nifik,  respectively,  determined 
pursuant  to  paragraph  (a)  or  (b)  of  this 
section,  whichever  is  less,  by  the  percent¬ 
age  of  butterfat  and  skim  milk  classi¬ 
fied  pursuant  to  §  952.41  (a)  and  (b) 
(1)  and  (2)  which  is  in  Class  II  milk. 
The  resulting  amounts  of  skim  milk  and 
butterfat  shall  be  classified  as  Class  II 
milk ;  and 

(d)  Assign  the  shrinkage  of  skim 
milk  and  butterfat  classified  as  Class  n 
milk  pro  rata  to  producer  milk  and  other 
source  milk. 

7.  Amend  §§  952.70  and  953.73  to  pro¬ 
vide  that  for  the  months  of  February 
through  July  any  charges  for  overages 
and  any  audit  adjustments  for  previous 
months  shall  be  prorated  on  a  volume 
basis  between  base  and  excess  milk. 
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Thursday,  January  10,  1957. 

8.  Amend  $  952.73  (b)  to  provide  that 
the  uniform  price  for  excess  milk  shall 
not  exceed  the  uniform  price  for  base 
milk  adjusted  for  location. 

9.  Delete  the  present  proviso  in  §  952.80 
and  substitute  therefor  the  following: 
••Provided,  That  if  during  the  months  of 
September  through  December  any  milk 
from  a  producer  that  is  a  member  of  a 
cooperative  association  which  is  caused 
to  be  delivered  to  a  nonfluid  milk  plant 
by  such  association  shall  be  added  to  the 
volume  of  milk  delivered  by  that  pro¬ 
ducer  to  a  fluid  milk  plant  (s)  for  the 
purpose  of  computing  a  daily  base  for 
such  producer.” 

10.  Delete  §  952.90  (d)  and  substitute 
therefor  the  following: 

(d)  On  or  before  the  13th  and  26th 
days  of  each  month  in  lieu  of  the  pay¬ 
ments  pursuant  to  paragraphs  (a)  and 
(b)  and  (c)  of  this  section,  respectively, 
each  handler  shall  pay  to  a  cooperative 
association  which  is  not  a  handler  pur¬ 
suant  to  §  952.13  (b),  for  milk  which  it 
caused  to  be  delivered  to  such  handler 
from  producers,  if  such  cooperative  as¬ 
sociation  is  authorized  to  collect  such 
payments  for  its  member  producers  and 
wishes  to  exercise  such  authority,  an 
amount  equal  to  the  sum  of  the  indi¬ 
vidual  payments  otherwise  payable  to 
such  producers; 

11.  In  §  952.90  redesignate  paragraph 
(e)  as  paragraph  (f)  and  add  a  new 
paragraph  (e)  to  read  as  follows: 

'  (e)  On  or  before  the  13th  and  26th 
days  of  each  month,  each  handler  shall 
pay  to  a  coop^ative  association  which 
is  a  handler  pursuant  to  §  952.13  (b) ,  for 
milk  which  was  caused  to  be  delivered  to 
such  handler  by  such  cooperative  asso¬ 
ciation,  an  amount  not  less  than  the 
value  of  such  milk  computed  by  multi¬ 
plying  the  poimds  of  such  milk  allocated 
to  each  class  pursuant  to  §  952.46  by  the 
applicable  class  prices; 

12.  Amend  §  952.9^  by  adding  the  fol¬ 
lowing:  Provided,  That  a  cooperative 
association  that  is  a  handler  pursuant  to 
§  952.13  (b)  shall  pay  to  the  market  ad¬ 
ministrator  5  cents  per  hundredweig^^t, 
or  such  amount  not  exceeding  5  cents  per 
hundredweight,  as  the  Secretary  may 
prescribe,  with  respect  to  all  receipts  of 
producer  milk  which  is  classified  as 
Class  I  milk.” 

Proposed  by  the  Dairy  Division,  Agri¬ 
cultural  Marketing  Service: 

13.  Make  such  other  changes  as  may 
be  required  to  make  the  entire  marketing 
agreement  and  order,  as  amended,  con¬ 
form  with  any  amendments  thereto  that 
may  result  from  this  hearing. 

Copies  of  this  notice  of  hearing  and  the 
order,  as  amended,  may  be  procured  from 
the  Market  Administrator,  3401-A  East 
Avenue,  Austin  2,  Texas,  or  from  the 
Hearing  Clerk,  Room  112,  Administration 
Building,  United  States  Department  of 
Agriculture,  Washington  25,  D.  C.,  or 
may  be  there  inspected. 

Issued  at  Washington,  D.  C.,  this  7th 
day  of  January  1957. 

[SEAL]  F.  R.  BtrRKE, 

Acting  Deputy  Administrator. 

(P.  R.  Doc,  67-193;  Piled,  Jan.  9,  1957; 
8:47  a.  m.J 


.  FEDERAL  REGISTER 
r  7  CFR  Part  961  I 

[Docket  No.  AO-160-A18I 

Milk  in  Philadelphia,  Pa.  ,  Marketing 
Area 

NOTICE  OF  POSTPONEMENT  OF  RECONl^N) 
HEARING  Oja  PROPOSED  AMENDMENTS  TO 
TENTATIVELY  APPROVED  MARKETING  AGREE¬ 
MENT  AND  TO  ORDER,  AS  AMENDED 

Pursuant  to  the  provisions  of  the  Agri¬ 
cultural  Marketing  Agreement  Act  of 
1937,  as  amended  (7  U.  S.  C.  €01  et  seq.) , 
and  the  applicable  rules  of  practice  and 
procedure  governing  the  formulation  of 
marketing  agreements  and  marketing 
orders  (7  CPR  Part  900)  notice  is  here¬ 
by  given  of  the  postponement  of  the  re¬ 
convening  of  a  public  hearing,  which  at 
the  time  the  hearing  was  recessed  on 
November  21,  1956,  was  annoimced  to  be 
reconvened  beginning  at  9:30  a.  m.,  on 
January  14,  1957.  The  hearing  is  now 
scheduled  to  be  reconvened  in  the  Court 
of  Appeals  Court  Room,  United  States 
Court  House,  Ninth 'and  Market  Streets, 
Philadelphia,  Pennsylvania,  on  January 
21,  1957,  beginning  at  9:30  a.  m.,  e.  s.  t. 

The  issues  under  consideration  at  this 
hearing  are  aet  forth  in  the  notice  of 
hearing  issued  by  the  Deputy  Adminis¬ 
trator,  Agricultural  Marketing  Service, 
On  May  17,  1956,  and  published  in  the 
Federal  Register  on  May  22,  1956  (21 
F.  R.  3386,  F.  R.  Doc.  56-3983) .  . 

Issued  at  Washington,  D.  C.,  this  4th 
day  of  January  1957. 

[seal]  Will  Rogers, 

Hearing  Examiner. 

[P.  R.  Doc.  67-185;  Piled,  Jan.  9,  1957; 
8:47  a.  m.] 

(DEPARTMENT  OF  HEALTH,  EDU¬ 
CATION,  AND  WELFARE 
Food  and  Drug  Administration 

[  21  CFR  Part  19  1 

[Docket  No.  PDC-611 

Cheeses;  Processed  Cheeses;  Cheese 
Foods;  Cheese  Spreads  ;  and  Related 
Foods;  Definitions  and  Standards  of 
Identity 

FINDINGS  of  fact  AND  PROPOSED  ORDER  IN 
RE  ESTABLISHMENT  OF  DEFINITION  AND 
STANDARD  OF  IDENTITY  FOR  PARTULLY 

CREAMED  COTTAGE  CHEESE 

« 

In  the  matter  of  establishing  a  defini¬ 
tion  and  standard  of  identity  for  a  food 
to  be  known  as  partially  creamed  cottage 
cheese : 

In  the  Federal  Register  of  August  23, 
1955  (20  F.  R.  6141) ,  there  was  published 
a  notice  of  the  filing  of  a  proposal  for 
establishing  a  definition  and  standard  of 
identity  for  a  food  to  be  kqown  as  par¬ 
tially  creamed  cottage  cheese.  An  order 
was  published  in  the  Federal  Register 
of  October  21, 1955  (20  F.  R.  7944) ,  ruling 
not  to  adopt  the  proposed  definition  and 
standard  of  identity.  Exceptions  were 
taken  to  this  order  and  a  public  hearing 
was  requested  (21  F.  R.  430). 

The  public  hearing  in  this  matter  hav¬ 
ing  been  held,  on  the  basis  of  the  evi¬ 
dence  submitted  at  the  hearing  and  pur¬ 
suant  to  the  authority  vested  in  the  Sec¬ 


retary  of  Health,  Education,  and  Wel¬ 
fare  by  the  provisions  of  the  Federal 
Food,  Drug,  and  Cosmetic  Act  (sec.  401. 
52  Stat.  1046,  68  Stat.  54;  21  U.  S.  C.  341) 
and  delegated  to  the  Commissioner  of 
Food  and  Drugs  by  the  Secretary  (20 
F.  R.  1996  ;  21  F.  R.  6581),  and  after  con¬ 
sideration  of  written  arguments  and  sug¬ 
gested  findings,  which  are  adopted  in 
part  and  rejected  in  part  as  is  apparent 
from  the  detailed  flndings  herein  made, 
now,  therefore,  it  is  proposed  that  the 
following  order  be  issued : 

Findings  of  fact.'  1.  Of  the  soft  un¬ 
cured  cheeses  for  which  standards  have 
been  set  under  the  Federal  Food,  Drug, 
and  Cosmetic  Act,  cottage  cheese  is  low¬ 
est  in  milk  fat  content.  It  normally  con¬ 
tains  from  Mo  percent  to  Mo  percent  of 
mflk  fatr^but  it  may  sometimes  have 
Mo  percent  or  slightly  more  of  milk  fat, 
depending  upon  how  closely  the  skim 
milk  was  separated.  The  standard  for 
cottage  cheese  limits  its  moisture  con¬ 
tent  to  not  more  than  80  percent.*  (R. 
56,  71-72,  88,  192;  Ex.  14.  16;  21  CFR 
19.525) 

2.  Creamed  cottage  cheese  is  a  soft  un¬ 
cured  cheese  for  which  a  standard  has 
been  set  under  the  Federal  Food,  Drug, 
and  Cosmetfc  Act.  It  contains  some¬ 
what  more  milk  fat  than  cottage  cheese. 
Creamed  cottage  cheese  is  a  composite 
dairy  food  made  by  mixing  with  cottage 
cheese  a  fluid  component  consisting  of 
pasteurized  cream  or  a  pasteurized  mix¬ 
ture  of  cream  and  milk  or  skim  milk  or 
both.  The  idei|tity  standard  for  creamed 
cottage  cheese  provides  that  the  milk  fat 
furnished  by  the  fluid  component  shall 
amount  to  not  less  than  4  percent  by 
weight  of  the  finished  product  and  that 
the  finished  product  contains  not  more 
than  80  percent  of  moisture.  Insofar  as 
it' can  be  determined  from  the  record, 
creamed  cottage  cheese  outsells  cottage 
cheese  by  a  wide  margin.  (R.  15,  27,  46, 
49-51,  54-56,  91-92,  108,  110,  117-118, 
151-153;  Ex.  7. 14,  15,  16;  21  CFR  19.530) 

3.  About  1953,  there  began  to  appear 
In  the  retail  markets  of  California  and 
perhaps  other  States  a  soft  uncured 
cheese  manufactured  in  a  manner  simi¬ 
lar  to  creamed  cottage  cheese,  but  which 
did  not  meet  the  milk-fat  content  re¬ 
quirement  of  the  creamed  cottage  cheese 
standard  of  identity.  The  fluid  com¬ 
ponent  of  ^is  cheese  differed  from  the 
fluid  comimnent  of  creamed  cottage 
cheese  in  that  it  consisted  largely  of 
concentrated  skim  milk  and  was  lower  in 
milk  fat  and  tiigher  in  nonfat  solids. 
This  cheese  had  a  texture,  taste,  and 
appearance  similar  to  creamed  cottage 
cheese.  Its  milk  f£^  content  was  around 
2  percent.  (R.  10,  12,  18,  39,  42-43,  49. 
73-74,  79-80,  84-86,  89,  92.  94.  98-99, 
103,  114,  154-158.  161-162,  165;  Ex.  10, 
11,17) 

4.  In  1955,  California  and  Oregon  set 
standards  of  identity,  under  the  name 
‘‘Partially  creamed  cottage  cheese”  for 
the  article  described  in  finding  3.  The 
California  standard,  which,  was  incorpo¬ 
rated  in  a  State  statute,  describes  the 
fluid  component  as  ‘‘cream,  milk,  skim 


^The  citations  following  each  finding  of 
fact  refer  to  the  pages  of  the  transcript  of 
testimony  and  the  exhibits  received  la  evi¬ 
dence  at  the  hearing. 
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milk,  coneentrtated  milk,  dried  milk,  con¬ 
centrated  skim  milk,  nonfat  dry  milk 
solids,  or  other  constituents  derived  from 
milk,  water.**  This  law  further  provides: 
*‘Such  cream  or  product  or  mixture  is 
used  in  such  quantity  that  the  milk  fat 
added  thereby  is  not  less  than  0.5  per¬ 
cent,  nor  more  than  2  percent  by  weight 
of  the  finished  partially  creamed  cottage 
cheese.*'  The  Oregon  standard  was  es¬ 
tablished  as  a  State  regulation.  It  states 
that,  “Partially  Creamed  Cottage  Cheese 
is  cheese  made  by  the  cottage  cheese 
process,  the  finished  product  of  which 
shall  contain  not  more  than  80  percent 
moisture  and  not  less  than  0.5  percent  or 
more  than  2  percent  milk  fat.**  The 
Oregon  regulation  permits  the  use  of  up 
to  0.5  percent  of  “wholesome  edible 
staUlizer.**  It  is  silent  with  eespect'^to 
the  fiuid  component,  and  its  moisture 
and  milk  fat  requirements  might  be  met 
without  using  any  fluid  component. 

The  proposal  upon  which  the  hearing 
was  held  was  that  the  standard  for 
partially  creamed  cottage  cheese  adopted 
by  the  California  legislature  should  be 
followed  as  a  basis  for  the  adoption  of 
a  definition  and  standard  of  identity 
under  the  Federal  Food,  Drug,  and  Cos¬ 
metic  Act  Under  that  propoc^  a  prod¬ 
uct  complying  with  the  standard  might 
be  made  to  which  the  fluid  component 
would  add  only  Mi  percent  of  milk  fat 
There  was  testimony  that  such  a  product 
is  manufactured  to  some  extent  and  is 
not  easily  distinguished  from  a  product 
to  which  the  fluid  component  added 
around  1.8  percent  milk  rat.  A  product 
prepared  to  contain  the  minimum  milk 
fat  required  by  the  proposed  standard 
would  be  essentially  cottage  cheese  with 
condensed  skim  mfik.  (R.  10,  31-35, 
42-44,  47-48,  55-56,  82,  85,  94,  108,  110, 
114-115;  Ex.  8,  9) 

5.  Creamed  cottage  cheese,  partially 
creamed  cottage  cheese,  and  cottage 
cheese  with  condensed  skim  milk  possess 
few  characteristics  by  which  they  can  be 
distingiiished  from  each  other  by  ordi¬ 
nary  consumers.  Persons  who  partici¬ 
pated  in  taste  tests  were  unable  to  tell 
creamed  cottage  cheese  from  a  partially 
creamed  cottage  cheese  containing  about 
2  percent  added  milk  fat.  A  product 
prepared  by  adding  three  parts  of  con¬ 
densed  skim  milk  to  seven  parts  of 
cottage  cheese  was  taste- te^d,  and  the 
results  indicated  that  onlsr  about  one- 
half  of  the  tasters  could  distinguish  the 
cottage  cheese  with  condensed  skim  milk 
from  creamed  cottage  cheese.  (R.  73- 
89,  151-157;  Ex.  16,  17) 

6.  Nutritionally,  cottage  cheese,  cot¬ 
tage  cheese  with  condensed  skim  milk, 
partially  creamed  cottage  cheese,  and 
creamed  cottage  cheese  are  low-fat,  low- 
calorie  cheeses.  All  contain  80  percent 
or  slightly  less  water.  Cottage  cheese 
and  cottage  cheese  with  condensed  skim 
milk  have*  about  one-half  of  1  percent 
or  less  of  milk  fat  and  approximately  14 
percent  protein.  The  caloric  value  of 
cottage*  cheese  and  cottage  cheese  with 
condensed  skim  milk  is  about  77  calories 
per  100  grams.  The  partially  creamed 
cottage  cheese  marketed  in  Cahfomia 
at  the  time  of  investigation  had  about 
2  percent  or  less  of  milk  fat  and  about 
14.3  percent  of  protein  and  a  caloric 


value  of  approximately  90  calories  per 
100  grams.  Creamed  cottage  cheese  has 
slightly  more  than  4  percent  of  milk  fat 
and  about  13  percent  of  protein;  its  cal¬ 
oric  value  is  about  102  calories  per  100 
granp.  There  is  little  evidence  in  the 
record  from  which  the  significance  of 
these  figures  as  they  relate  to  human 
diet  can  be  determined.  However,  there 
are  references  to  servings  of  “Mi  pound,** 
“Ml  cup,**  “3  oz.,’’  and  “4  oz.’*  Allowing 
for  two  servings,  this  amounts  to  about 
Ml  pound  daily  in  the  diets  of  those  who 
eat  such  cheeses  regularly.  'The  dif¬ 
ference  is  caloric  value  and  protein  con¬ 
tent  of  creamed  cottage  cheese  and  par¬ 
tially  creamed  cottage  cheese,  at  a  daily 
rate  of  consiunption  of  pound,  would 
be  about  27  calories  and  3  grams  of  pro¬ 
tein  per  day.  The  differences  are  too 
small  to  be  nutritionally  significant.  (R. 
16-17,  51-52, 54-56, 102, 151-152, 173-176, 
182-185;  Ex.  6,  12-16) 

7.  Notwithstanding  these  insignificant 
differences  in  caloric  and  protein  con¬ 
tent,  the  sale  of  partially  creamed  cot¬ 
tage  cheese  has  been  promoted  by  repre¬ 
sentations  in  labeling  which  emphasize 
such  terms  as  “slender,”  “low  calories,” 
“low  fat,”  “high  protein,"!  “slim,”  “diet- 
aid,”  “calorie  controlled,”  and  similar 
terms  so  as  to  exaggerate  the  small  dif¬ 
ference  in  caloric  value  and  protein  and 
milk-fat  content  between  this  article 
and  creamed  cottage  cheese.  These  rep¬ 
resentations  fail  to  reveal  that  partially 
creamed  cottage  cheese  has  a  higher 
milk-fat  content  and  caloric  value  than 
cottage  cheese.  (R.  57-60,  74,  85,  92,  99, 
105-108,  131-133,  147-148,  161-163,  193, 
196.  199;  Ex.  10-13) 

8.  Prom  the  point  of  view  of  dairy  eco¬ 
nomics,  the  constituents  of  creamed  cot¬ 
tage  cheese  and  partially  creamed  cot¬ 
tage  cheese  are  milk  fat,  nonfat  .solids 
of  milk,  and  water.  Of  these,  milk  fat^ 
is  the  most  expensive.  Partially  creamed 
cottage  cheese  is  cheaper  to  manufacture 
than  creamed  cottage  cheese  because  it 
is  lower  in  milk-fat  content.  The,  two 
witnesses  who  testified  on  this  point  were 
agreed  that,  on  the  basis  of  current 
prices  in  California,  the  manufacturing 
cost  for  partially  creamed  cottage  cheese 
is  about  ^  cent  per  pound  less  than  for 
creamed  cottage  cheese.  Yet  the  prices 
actually  charged  by  California  retail 
stores  show,,  that,  for  the  samples  pur¬ 
chased,  partially  creamed  cottage  cheese 
was  priced  about  2  cents  higher  per 
poimd  thah  creamed  cottage  fheese. 


This  additional  cost  factor  results  from 
the  sales  promotion  based  on  the  claimed 
lower  caloric  value  and  h^h-protein 
content.  (R.  51,  74-75,  96-97,  110-112, 
114,  140-150;  Ex.  12-15) 

Conclusion.  Upon  consideration  of  the 
whole  record  and  the  foregoing  findings 
of  fact,  it  is  concluded:  , 

1.  That  the  evidence  of  record  at  the 
hearing  does  not  establish  that  the  pro¬ 
mulgation  of  a  regulation  setting  a  defi-  « 
nition  and  standard  of  identity  for 
partially  creamed  cottage  cheese  would 
promote  honesty  and  fair  dealing  in  the 
interest  of  consumers,  but  on  the  con¬ 
trary  indicates  that  such  a  standard 
would  facilitate  the  marketing  of  a  prod¬ 
uct  claimed  to  have  low  caloric  value  and 
higher  protein  content,  when  in  fact  the 
differences  in  fat  and  protein  in  the  new 
product  would  be  insignificant  from  a 
nutrition  standpoint. 

2.  That  a  standard  for  cottage  cheese 
with  condensed  skim  milk  would  seem  to 
be  more  logical  for  the  uses  for  which 
partially  creamed  cottage  cheese  has 
been  promoted  in  California,  but  the 
present  record  does  not  furnish  an  ade¬ 
quate  basis  for  adopting  a  standard  for 
such  food. 

Wherefore,  it  is  ordered.  That  the  reg¬ 
ulations  in  Part  19,  Title  21,  of  the  Code 
of  Federal  Regulations  be  not  amended 
to  establish  a  definition  and  standard  of 
identity  for  a  food  to  be  known  as  “par¬ 
tially  cresuned  cottage  cheese.’* 

Any  interested  person  whose  appear¬ 
ance  was  filed  at  the  hearing  may,  within 
20  days  from  the  date  of  publication  of 
this  proposed  order  in  the  Federal  Reg¬ 
ister,  file  with  the  Hearing  Clerk,  De¬ 
partment  of  Health,  Education,  and 
Welfare,  Room  5440,  330  Independence  _ 
Avenue  SW.,  Washington  25,  D.  C.,~ 
written  exceptions  thereto.  Exceptions 
shall  point  out  with  particularity  the 
alleged  errors  in  the  proposed  order,  and 
shall  contain  specific  references  to  the 
pages  of  the  transcript  of  testimony  or 
to  the  exhibits  on  which  the  exceptions 
are  based. .  Exceptions  may  be  accom¬ 
panied  by  briefs  in  support  thereof.  Ex¬ 
ceptions  and  accompanying  briefs  should 
bq  submitted  in  quintuplicate. 

Dated:  January  3, 1957. 

[seal]  John  L.  Harvey, 

Deputy  Commissioner 
of  Food  and  Drugs. 

[P.  R.  Doc.  57-167;  Filed,  Jan.  9,  1957; 

8:45  a.  m.] 


.  NOTICES 


DEPARTMENT  OF  THE  INTERIOR 

Bureau  of  Lond  Management 

*  (Document  17] 

Caufornia 

RESTORATION  ORDER  UNDER  FEDERAL 
POWER  ACT 

January  3, 1957. 

Pursuant  to  the  following  listed  deter¬ 
minations  Of  the  Federal  Power  Com¬ 
mission  and  in  accordance  with  Order 
No.  541,  section  2.5  of  the  Director,  Bu¬ 


reau  of  Land  Management,  approved 
April  21,  1954  (19  F.  R.  2473-2476)  it  is 
ordered  as  follows: 

1..  Subject  to  valid  existing  rights  and 
the  provisions  of  existing  withdrawals, 
the  lands  hereinafter  described  so  far 
as  they  are  reserved  for  power  purposes 
are  hereby  restored  to  disposition  under 
the  public  land  laws  as  provided  below, 
subject  to  the  provisions  of  section  24  of 
the  Federal  Power  Act  of  June  10,  1920 
(41  Stat.  1075;  16  U.  S.  C.  818),  as 
amended,  and  as  to  DA-778,  830,  833, 
885  and  891  subject  to  the  further  stipu- 


FEDERAL  REGISTER 


Thursday,  January  10,  1957. 


ottLce  of  the  Federal  Power  Commission 
on  February  5,  1940;  and  as  to  DA-889 
subject  to  the  prior  right  of  the  Southern 
California  Edison  Company,  hcensee  for 
Project  No.  120,  and  its  successors  to  use 
said  right-of-way  as  described  on  map 
designated  Exhibit  “K”  (PPC  120-53), 
filed  September  8,  1927,  for  project  pur¬ 
poses;  and  as  to  DA-904  subject  to  the 
prior  right  of  the  licensee  for  Project  No. 
606  and  its  successors  to  use  for  project 
purposes  as  provided  by  the  license  for 
Project  No.  606  those  portions  of  the 
lands  within  the  project  boundary  as 
shown  on  the  map  designated  Exhibit 
“K”  (PPC  No.  606-3)  and  filed  in  the 
office  of  the  Federal  Power  Commission 
on  April  23,  1925. 


4:  The  lands  described  shall  be  sub¬ 
ject  to  application  by  the  State  of  Cali¬ 
fornia  for  a,  period  of  90  days  from  the 
date  of  publication  of  this  order  in  the 
Federal  Register  for  rights-of-way  for 
public  highways  or  as  a  source  of  mate¬ 
rial  for  construction  and  maintenance  of 
such  highways,  in  accordance  with  and* 
subject  to  the  provisions  of  section  24 
of  the  Federal  Power  Act,  as  amended. 

5.  Subject  to  any  existing  valid  rigl)js 
and  the  requirements  of  applicable  law, 
the  lands  described  are  hereby  open  to 
filling  of  applications,  selections,  and 
locations  in  accordance  with  the  follow¬ 
ing: 

a.  Applications  and  selections  imder 
the  nonmineral  public  land  laws  may  be 
presented  to  the  Manager  mentioned  be¬ 
low,  beginning  on  the  date  of  this  order. 
Such  applications  and  selections  will  be 
considered  as  filed  on  the  hour  and  re¬ 
spective  dates  shown  for  the  various 
class^  enumerated  in  the  following 
paragraphs: 

(1)  Application  by  persons  having 
prior  existing  valid  settlement  rights, 
preference  rights  conferred  by  the  exist¬ 
ing  laws,  or  equitable  claims  subject  to 
allowances  and  confirmation  will  be 
adjudicated  on  the  facts  presented  in 
support  of  each  claim  or  right.  All  ap¬ 
plications  presented  by  persons  other 
than  those  referred  to  in  this  paragraph 
will  be  subject  to  the  applications  and 
claims  mentioned  in  this  paragraph. 

(2)  All  valid  applications  under  the 
Homestead,  Desert  Land,  and  Small 
Tract  laws  by  qualified  veterans  of  World 
War  II  or  of  the  Korean  confiict,  and 
by  others  entitled  to  preference  rights 
under  the  act  of  September  27,  1944  (58 
Stat.  747;  43  U.  S.  C.  279-284,  as  amend¬ 
ed),  presented  prior  to  10  a.  m.  on 
February  8,  1957,  local  time,  will  be  con¬ 
sidered  as  simultaneously  filed  at  that 
hour.  Rights  under  such  preference 
right  applications  filed  after  that  hour 
and  before  10  a.  m.  on  May  10,  1957, 
local  time,  will  be  governed  by  the  time 
of  filing. 

(3)  All  valid  applications  and  selec¬ 
tions  under  the  nonmineral  public  land 
laws,  other  than  those  coming  under 
paragraphs  (1)  and  (2)  above,  presented 
prior  to  10  a.  m.  on  May  10.  1957,  local 
time,  will  be  considered  as  simultaneously 
filed  at  that  hour.  Rights  under  such 
applications  and  selections  filed  after 
that  hour  will  be  governed  by  the  time  of 
filing. 

b.  The  lands  have  l^n  opened  to  loca¬ 
tion  and  entry  under  the  United  States 
Mining  Laws  pursuant  to  the  act  of  Au¬ 
gust  11,  1955  (69  Stat.  683;  30  U.  S.  C. 
621),  and  to  applications  and  offers  im¬ 
der  the  mineral  leasing  laws.  The  land 
is  by  this  order  opened  to  location  under 
the  United  States  Mining  Laws  ‘without 
regard  to  the  act  of  August  11.  1955. 
supra,  beginning  10:00  a.  m.,  local  time, 
on  May  10.  1957. 

6.  Persons  claiming  veteran's  prefer¬ 
ence  rights  under  paragraph  a  (2)  above 
must  enclose  with  their  applications 
-  proper  evidence  of  military  or  naval  serv- 
i  ice,  preferably  a  ccxnplete  photostatic 
on  its  merits.  The  lands  will  not  be  '  copy  of  the  certificate  of  honorable  dis- 
subject  to  occupancy  or  disposition  until  charge.  Persons  claiming  preference 
they  have  been  classified.  rights  based  upon  valid  settlement,  stat- 


lation  that  as  and  when  the  said  lands 
are  required  in  whole  or  in  part  for  pur¬ 
poses  of  power  development  or  for  addi¬ 
tional  developments  any  structures  or 
improvements  placed  thereon  which 
should  be  found  to  interfere  with  such 
development  shall  be  moved  or  relocated 
so  as  to  eliminate  with  interference 
without  cost  or  expense  to  the  United 
States  its  permittees,  or  licensees;  and  as 
to  DA-885  subject  to  the  prior  right  of 
the  licensee  for  Project  No.  233  and  its 
successors  to  use,  for  telephone  line  pur¬ 
poses  as  provided  by  the  license  for  Proj¬ 
ect  No.  233,  those  portions  of  the  land 
within  the  telephone  line  right-of-way  as 
shown  on  the  map  designated  Exhibit 
“K”  (PPC  No.  233-41)  and  filed  in  the 


Description  of  lands 


Determina¬ 
tion  No. 


(T.  DIABLO  MERIDIAN,  CALIFORNTA 

.  33  N.,  R.  g  W.,  Sec.  18,  NJ^SEJi 
SW'JiSEJi. 

.  32 N.,  R.  6  W.,  Sec.  23,  SE)iSW)i. 

6  N.,  R.  12  E.,  Sec.  27,  SEJ^NEJi. 

‘.  11  N.,  R.  11  E.,  Sec.  28,  SHSWJi 
NEJiNEJi. 

12N.,  R.9  W.,  Sec.  10,N  W)iSEJf, 
SHSEJi. 

'.  20  N.,  R.  5  E.,  Sec.  35,  S^^NWJ^, 
N^4NEJiSE^, 

'.  4  S..  R.  18  E.,  Sec.  2,  EJiNW)^ 
SWJi. 

'.  35  N.,  R.  1 W.,  Sec.  14,  SE^NE)^. 

'.  33  N.,  R.  7  W.,  Sec.  4,  Lot  3. 

'.  17  S.,  R.  28  E.,  Sec.  2,  Lot  3 
(NE^iNWk). 

?.32N.,R.9W.,Sec.4,Lot3.  The 
portion!  thereof  affected  under 
right-of-nray  application  Sacra* 


CAUEORNIA 


NEiiSWH. 


T.  22  N.,  R.  12  W .,  Sec.  13,  W  -J, 
Sec.  14,  NE^. 

T.  33  N.,  R,  8  W..  Sec.  18, 
S)-2NEJi8E>i. 

T.  32  N.,  R.  1  W.,  Sec.  32,  NEK, 
S'iNWK,  NWKSWK. 


T.  32  N.,  R.  9  W.,  Sec.  4,  Lot  3  and 
WKSWK. 

HUMBOLDT  MERIDIAN,  CALIF. 

T.  3  N.,  R.  3  E.,  Sec.  10,  W^SEK. 

T.  4  S.,  R.  «  E.,  Sec.  33,  SW^NW^. 
T.  5  S.,  R.  6  E.,  Sec.  9,  SW^N  WK- 

SAN  BERNARDINO  MERIDIAN,  CALIF. 

T.  5  N.,  R.  12  w..  Sec.  8,  SE^SEK. 
the  portion  thereof  reserved  for 
project  access  road  right-of-way 
pursuant  to  withdrawal  notifica* 
tion  letter  of  Aug.  21,  1928. 


Dates  and  types  of  withdrawal 

,Type  of  restoration 

Power  Site  Reserve  No.  232  of  Nov. 

Under  applicable  pub-  n 

25, 1911. 

lie  land  laws. 

Pro^sed  Project  No.  247  of  Mar. 

. do .  ' 

2,  1923. 

Power  Site  Reserve  No.  87  of  Dec. 

. do .  ■'] 

12,  1909  and  July  2, 1910. 

Power  Site  Reserve  No.  201  of  .Aug. 

30,  1911,  and  Project  No.  78  of 
Oct.  22. 1920. 

„.,.do _ _ 

30, 1910. 

Power  Site  Classifieation  No.  425 

. do-. ..............  ' 

of  June  24, 1952. 

. do,..,..,..,....,. 

4, 1911. 

Power  Site  Reserve  No.  248  of  Feb. 

17, 1912. 

Proposed  Project  No.  247  of  Sept. 

.....do... . 

1,1922. 

Power  Site  Reserve  No.  471,  of  Jan. 

14, 1915. 

Power  Site  Reserve  No.  232,  of  Nov. 

For  highway  right-of- 

25, 1911. 

way  under  Feileral 

.  Power  Site  Reserve  No.  316,  of  Nov. 

Highway  Act  of 
Nov.  19,  1921  (42 
Stat.  216). 

19,  1912,  and  Project  No.  233,  of 
Aug.  11, 1931. 

.  Power  Site  Reserve  No.  104,  of  Jan. 

17, 1910,  and  Public  W ater  Re.ser  ve 
No.  160,  of  Nov.  18,  1938.  ^ 

.  Power  Site  Reserve  No.  487,  of  May 

11, 1916. 

.  Proposed  Project  No.  936  of  Nov. 

27,  1928,  which  was  rejected  Jan. 
9,  1930,  and  Power  Site  Reserve 
No.  219  of  Nov.  28,  1911. 

_ do _ *_ _ 

28,  1911. 

.  Power  Site  Reserve  No.  232,  of  Nov. 

25. 1911. 

.  Project  No.  606,  of  Apr.  23.  1925. 
Power  Site  Reserve  No.  466,  of 

do _  - 

Dec.  28, 1914:  Power  Site  Reserve 
No.  364,  of  May  27, 1913. 

..  Power  Site  Reserve  No.  232  of  Nov, 

25.4911. 

..  Power  Site  Classification  No.  292, 

_ do _ 

of  Jan.  27,  1936. 

..  Power  Site  Reserve.  No.  216,  of  Oct. 

28, 1911,  and  Power  Site  Classifica¬ 
tion  No.  14,  of  Nov.  26,  1921. 

Project  No.  190,  of  Sept.  8,  1927,. 

---  -do _ _ _ 
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NOTiaS 


vtory  preference  or  eouiteble  claims  must 
enclose  properly  corroborated  statements 
in  support  of  their  applications,  setting 
f<Mrth  all  facts  relevant  to  their  claims. 
Detailed  rules  and  regulations  govern¬ 
ing  applications  which  may  be  hied  pur¬ 
suant  to  this  notice  can  be  found  in  Title 
43  of  the  Code  of  Federal  Regulations. 

X  Inquiries  regarding  these  lands 
shall  be  addressed  to  the  Manager,  Land 
Office.  Bureau  of  Land  Management, 
Hoorn  1000  C^ilifomia  Fruit  Building.  4th 
and  J  Streets,  Sacramento,  Califomia. 
except  as  to  those  lands  described-  in 
DA-889,  for  which  inquiries  should  be 
directed  to  the  Manager,  Land  Office, 
Bureau  of  Land  Management.  Bartlett 
Building.  215  West  7th  Street,  Los  An¬ 
geles,  California. 

R.  RBbst. 

State  Supervisor. 

[F.  R.  Doc.  57-187;  Filed,  Jan.  9,  1957; 

8:47  a.m.] 


Alaska 

HOTICE  or  PROPOSED  WITHDRAWAL  AND 
RESERVATION  OF  LANDS 

The  Department  of  Air  Force  has  filed 
an  application.  Serial  No.  Fairbanks 
013668,  for  the  withdrawal  of  the  lands 
described  below,  from  all  forms  of  appro¬ 
priation  under  the  public  land  laws  in¬ 
cluding  the  mining  and  mineral  leasing 
laws. 

The  applicant  desires  the  land  for 
“NIKE"  air  defense  site. 

For  a  period  of  60  days  from  the  date 
of  publication  of  this  notice,  persons 
having  cause  may  present  their  objec¬ 
tions  in  writing  to  the  undersigned  offi¬ 
cial  of  the  Bureau  of  Land  Management. 
Department  of  ^e  Interior,  Box  480, 
Anchorage.  Alaska. 

•  If  circumstances  warrant  it,  a  public 
hearing  wiU  be  held  at  a  convenient  time 
and  place,  which  will  be  announced. 

TTie  determination  df  the  Secretary 
on  the  application  will  be  published  in 
the  Federal  Register.  A  separate  notice 
will  be  sent  to  each  interested  party  of 
record. 

The  lands  involved  in  the  application 
are: 

Fairbanks  Meridian 

T.  2  N.,  R.  1  E.. 

Bee.  lO.WVi; 

Sec.  9.E^^.E^^W^^. 

Containing  800  acres. 

Sec.  16,  SW»^SWV4NW»^.  NW^^NW»^SW^^; 

Sec.  17,  SE^^SE^^NE14.  NE>ANE>4SE»4. 

Containing  160  acres. 

L.  T.  Main, 

Acting  Operations  Supervisor. 

[F.  R.  Doc.  57-170;  Filed,  Jan.  9.  1957; 

8:45  a.  m.] 


[Serial  No.  Idaho  07009] 

'  Idaho 

(NtDER  PROVIDING  FOR  OPENING  OF  PUBLIC 

lands;  canceled 

January  4, 1957. 

Notice  of  order  providing  tor  opening 
of  public  lands.  Serial  No.  Idaho  07009. 
dated  December  29, 1956,  as  appearing  in 


Volume  21,  Fbkeal  Registex,  No«  251, 
page  10521,  is  hereby  canceled. 

-  J.  R.  Penny, 
State  Supervisor. 

[F.  R.  Doc.  57-171;  FUed,  Jan.  9,  1957; 
8:45  a.  m.] 


Bureau  of  Reclamation 

[No.  16] 

OiLA  Irrigation  Project,  Arieona, 
Yuma  Mesa  Division 

PUBLIC  NOTICE  OF  ANNUAL  WATER  SERVICE 
CHARGES 

December  21,  1956. 

1.  Water  service.  Irrigation  water  will 
be  furnished  during  calendar  year  1957 
under  approved  water  service  applica¬ 
tions  during  development  period  to  the 
irrigable  lands  in  Irrigation  Blocks  1  and 
2  of  the  Yuma  Mesa  Irrigation  and 
Drainage  District  as  desi,^ated  by  the 
Secretary  of  the  Interior  in  the  contract 
of  May  26,  1956  (No.  14-06-W-102) .  be¬ 
tween  the  United  States  and  said  District. 

2.  Charges  and  terms  of  payment. 
Toll  charges  shall  be  payable  in  advance 
of  the  delivery  of  water  at  rates  as 
follows: 

(a)  (i)  For  lands  irrigated  hereunder 
by  gravity  the  minimum  charge  shall  be 
$13.95  per  acre  for  each  acre  of  land  for 
which  water  service  is  requested,  pay¬ 
ment  of  which  will  entitle  the  applicant 
to  an  allotment  of  9  acre-feet  of  water 
per  acre.  Additional  water  will  be  fur¬ 
nished  at  the  rate  of  $1.75  per  acre-foot. 

(ii)  For  lands  irrigated  hereunder  by 
sprinkler  the  minimum  charge  shall  be 
$7.75  per  acre  for  each  acre  of  land  for 
which  water  service  is  requested,  pay¬ 
ment  of  which  will  entitle  the  applicant 
to  an  allotment  of  5  acre-feet  of  water 
per  acre.  Additional  water  will  be  fur¬ 
nished  at  the  rate  of  $1.75  per  acre-foot. 

(iii)  One-half  of  said  minimum 
charges  may  be  paid  on  January  1,  1957, 
or  at  such  time  prior  to  July  1.  1957,  as 
water  service  application  may  be  filed, 
which  upon  approval  shall  entitle  the 
applicant  to  one-half  of  the  allotment 
of  water  as  set -forth  in  paragraphs  2 
(a)  (i)  or  (ii)  above.  The  balance  of 
said  minimum  charge  shall  be  paid  on 
July  1,  1957,  whether  water  is  used  or 
not,  or  at  such  time  as  applicant  re¬ 
quires  more  than  one-half  of  such  allot¬ 
ment  of  water,  whichever  is  sooner,  and 
payment  thereof  shall  entitle  the  appli¬ 
cant  to  the  remaining'  one-half  of  such 
allotment. 

(iv)  In  those  cases  where  the  appli¬ 
cant  is  unable  to  make  pasunent  as  pro¬ 
vided  in  paragraph  2  (a)  (iii)  and  so 
requests,  the  minimum  charge  may  be 
paid  in  not  to  exceed  nine  equal  install¬ 
ments,  the  first  of  which  shall  be  paid 
on  January  1, 1957,  or  at  such  time  pi^or 
to  July  1,  1957,  as  the  water  service  ap¬ 
plication  may  be  filed,  which  upon  ap¬ 
proval  ^an  entitle  the  applicant  to  one 
acre-foot  of  water  per  acre  for  each 
pasmoent  of  $1.55.  The  remaining  in¬ 
stallments  of  the  minitnnm  charge  shall 
be  due  on  the  first  day  of  each  month 
thereafter  or  at  such  earlier  time  as  the 


applicant  requires  more  water  than  pre- 
vtously  paid  for  and  each  payment  of 
$1.55  shaU  entitle  the  applicant  to  one 
acre-foot  of  water  per  acre.  The  ap¬ 
plicant  shall,  in  any  event,  pay  the  bal¬ 
ance  of  said  minimum  charge  on  or 
before  December  1,  1967. 

(b)  For  lands  irrigated  hereunder  by 
gravity  after  July  1,  1957,  for  the  first 
time  during  the  current  calendar  year 
the  minimum  charge  shall  be  $6.98  per 
acre  for  each  acre  of  land  for  which 
water  service  is  requested,  pairment  of 
which  will  entitle  the  applicant  to  an 
allotment  of  4^2  acre-feet  of  water  per 
acre.  Additional  water  will  be  furnished 
at  the  rate  of  $1.75  per  acre-foot.  ‘ 

'  (c)  For  the  remaining  lands  men¬ 
tioned  in  Paragraph  1  receiving  water 
after  July  1,  1957,  but  not  previously 
irrigated,  there  will  be  a  charge  of  $1.55 
per  acre-foot  for  the  first  6  acre-feet  of 
water  ordered  during  calendar  year  1957 
and  a  charge  of  $1.75  per  acre-foot  for 
all  additional  water  ordered  during  that 
year. 

(d)  No  credit  will  be  given  for  wat^ 
purchased  during  calendar  year  1957  *at 
the  minimum  charge  but  undelivered  at. 
the  end  of  calendar  year  1957.  However, 
the  amount  paid  by  any  applicant  during 
calendar  year  1957  for  water  in  excess 
of  the  minimum  charge  which  remains 
undelivered  at  the  end  of  that  year  will 
be  refunded  to  the  applicant. 

3,  Except  as  otherwise  provided  in  the 
Reclamation  Law  (Act  of  June  17,  1902, 
32  Stat.  388,  as  amended  or  supple¬ 
mented)  ,  no  water  will  be  delivered  here¬ 
under  to  any  lands  which  constitute 
“excess  lands”  within  the  meaning  of  V 
said  laws. 

-  4.  Water  service  applications  may  be 
made  by  the  landowner,  by  his  duly  au¬ 
thorized  representative,  or  by  a  tenant 
of  the  land  for  which  water  is  requested, 
to  the  Chief,  Operations  Division,  Yuma 
Projects  Office.  No  water  service  appli¬ 
cation  will  be  accepted  if  the  applicant 
or  landowner  is  delinquent  in  any  water 
service  charges  due  the  United  States. 

5.  Water  service  applications  and  the 
payments  required  thereunder  will  be 
received  at  the  office  of  the  C^ief,  Op¬ 
erations  Division,  Yuma  Projects  Office, 
Yuma,  Arizona. 

W.  H.  Taylor, 
Regional  Director. 

[P.  R.  Doc.  57-172;  Piled,  Jan.  9,  1957; 

8:45  a.  m.] 


Colorado  River  Storage'  Project, 
Colorado 

FIRST  form  reclamation  WITHDRAWAL 
October  19,  1956. 

Pursuant  to  the  authority  delegated  by 
Departmental  Order  No.  2515  of  April 
7, 1949  (14  F.  R.  1937) .  I  hereby  withdraw 
the  following  described  lands  frmn  public 
entry,  under  the  first  form  of  withdrawal, 
as  provided  by  section  3  of  the  act  of 
June  17,  1902  (32  Stat.  388>: 


Whitewater  Unit 


Bixra  FRINCZPAX  MXBXDZAN,  CQLOaASO 

T.  15  S  R  98  W 

Sec.  3.  Lots  1  to  4.  tocL,  S^NW^.  NV^SWV4: 
Sec.  4,  all; 


'S.,  n 
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NOTICES 


Name  of  Field,  Effective  Date,  Acreage 
(8)  Utah 

Clear  Creek;  May  29,  1956;  21,053. 

Flat  Canyon;  May  23. 1956;  2,105. 

Oordon  Creek;  May  23,  1956;  1,557. 

Joe'S  Valley;  May  23.  1956;  3.142. 

(9)  Wyoming 

Cottonwood  Creek;  December  11,  1956; 
8,670. 

Thomas  B.  Nolan, 
Director, 

DkCCMBER  31,  1956r 

(F.  R.  Doc.  67-168;  Filed,  Jan.  9.  1957; 
8:45  a.  m.) 


CIVIL  AERONAUTICS  BOARD 

[Docket  No.  8357] 

Southwest  Airways  Co. 

NOTICE  or  PREHEARING  CONFERENCE 

In  the  matter  of  the  petition  of  South¬ 
west  Airways  Company  for  relssuance  of 
its  certificate  of  public  convenience  and 
necessity  for  Route  No.  76  under  a  dif¬ 
ferent  name. 

Notice  is  hereby  given  that  a  prehear¬ 
ing  conference  in  the  above-entiUed 
application  is  assigned  to  be  held  on 
January  15,  1957,  at  10:00  a.  m..  e.  s.  t., 
in  Room  E^210,  Temporary  Building  No. 
5,  Sixteenth  Street  and  Constitution  Ave¬ 
nue,  NW.,  Washington,  D.  C.,  before 
Examiner  P^rdinand  D.  Moran. 

Dated  at  Washington  D.  C.,  January  4, 
1957. 

[sEALl  Francis  W.  Brown, 

Chief  Examiner. 

(P.  R.  Doc.  57-192;  Filed,  Jan.  9.  1957; 

8:47  a.  m.] 


FEDERAL  POWER  COMMISSION 

IDocket  No.  0-11314] 

United  Gas  Pipe  Line  Co. 

NOTICE  OF  APPUCATION  AND  DATE  OF 
HEARING 

January  4,  1957. 

Take  notice  that  United  Gas  Pipe  Line 
Company,  a  Delaware  corporation,  with 
principal  place  of  business  at  1525  Fair- 
field  Avenue,  Shreveport,  Louisiana,  filed 
an  application  on  October  8,  1956,  in 
docket  No.  G-11214  for  a  certificate  of 
public  convenience  arid  necessity,  pur¬ 
suant  to  section  7  (c)  of  the  Natural  Gas 
Act,  authorizing  it  to  construct  and  oper¬ 
ate  one-third  of  a  mile  of  two-inch 
transmission  pipe  line  extending  from  a 
point  on  its  16 -inch  Escambia  Chemical 
Corporation  line  to  the  plant  of  NRC 
Metals  Company  near  Floridatown, 
Santa  Rosa  County,  Florida,  together 
with  a  metering  station  to  be  located 
upon  the  land  of  that  company.  Costs 
of  $8,916  to  be  financed  from  funds  on 
hand.  Applicant  proposes  to  use  the  fan 
cilities  to  deliver  natural  gas  in  quantiT 
ties  not  to  exceed  850  Mcf  per  day  and 
240,000  MCf  per  annum  for  consumption 
by  NRC  Metals  Company. 

Pursuant  to  the  authority  contained 
in  Emd  subject  to  the  jurisdiction  con¬ 
ferred  upon  the  Federal  Power  Com¬ 
mission  by  sections  7  and  15  of  the  Nat¬ 
ural  Gas  Act,  and  the  Commission’s  rules 


of  practice  and  procedure,  a  hearing  will 
be  held  on  January  29, 1957,  at  9:80  a.  m., 
e.  s.  t.,  in  a  Hearing  Room  of  the  Federal 
Power  Commission,  441  G  Street  NW., 
Washington,  D.  C.,  concerning  the  mat¬ 
ters  involved  in  and  the  issues  presented 
by  such  application:  Provided,  however. 
That  the  Commission  may,  after  a  non- 
contested  hearing,  dispose  of  the  pro¬ 
ceedings  pursuant  to  the  provisions  of 
i  1.30  (c)  (1)  or.  (2)  of  the  Commission’s 
rules  of  practice  and  procedure. 

Protests  or  petitions  to  intervene  may 
be  filed  with  the  Federal  Power  Commis¬ 
sion.  Washington  25,  D.  C.,  in  accordance 
with  the  rules  of  practice  and  procedure 
(18  CFR  1.8  or  1.10)  on  or  before  January 
18,  1957.  Failure  of  any  party  to  appear 
at  and  participate  in  the  hearing  shall 
be  deemed  a  waiver  of  and  concurrence 
in  omission  herein  of  the  intermediate 
decision  procedure  in  cases  where  a  re¬ 
quest  therefor  is  made.  Under  the  pro¬ 
cedure  herein  provided  for,  unless  other¬ 
wise  advised,  it  will  be  imnecessary  for 
applicant  to  appear  or  be  represented  at 
the  hearing. 

[seal]  Leon  M.  F^jqu.ay, 

Secretary. 

IF.  R.  Doc.  57-174;  FUed,  Jan.  «9.  1957; 

8:45  a.  in.] 


DEPARTMENT  OF  STATE 

[Public  Notice  149] 

[Delegation  of  Authority  No.  74-2] 

Administrator,  Bureau  of  Security  and 
Consular  Affairs 

DELEGATION  OF  AUTHORITY  WITH  RESPECT 
TO  CERTAIN  DUTIES  AND  FUNCTIONS 

By  virtue  of  the  authority  vested  in 
the  Secretary  of  State  by  section  4  of  the 
act  of  May  26,  1949  (63  Stat.  Ill;  5 
U.  S.  C.  151c)  and  in  accordance  with  the 
provisions  of  section  104  (b)  of  the  Im¬ 
migration  and  Nationality  Act  (66  Stat. 
174;  8  U.  S.  C.  1104),  there  is  delegated 
to  the  Administrator,  Bureau  of  Security 
and  Consular  Affairs,  the  authority  to 
perform  all  the  functions  conferred  upon 
the  Secretary  of  State  by  section  359  of 
the  Immigration  and  Nationality  Act 
(66  Stat.  273;  8  U.  S.  C.  1502). 

Dated:  December  20,  1956. 

For  the  Secretary  of  State. 

Loy  W.  Henderson, 
Deputy  Under  Secretary 
for  Administration. 

[P.  R.  Doc.  57-211;  Filed,  Jan.  9,  1957; 
8:48  a.  m.] 


SECURITIES  AND  EXCHANGE 
COMMISSION 

[FUe  No.  70-3537] 

Montaup  Electric  Co. 

ORDER  REGARDING  ISSUANCE  AND  SALE  OF 

notes  to  bank 

January  4, 1957. 

Montaup  Electric  Company  (“Mon¬ 
taup”).  a  public-utility  subsidiary  of 
Eastern  Utilities  Associates  (“EUA”),  a 
registered  holding  company,  has  filed 


a  declaration  and  apiendments  thereto 
with  this  Commission  pursuant^  to  sec¬ 
tion  7  of  the  Public  Utility  Holding  Ccxn- 
pany  Act  of  1935  (“act”)  regarding  the 
following  proposed  transactions: 

Montaup  has  obtp.ined  a  commitment 
from  The  First  National  Bank  of  Boston 
under  which  the  Bank  agrees  to  lend 
Montaup  up  to  a  maximum  of  $10,000,- 
000  during  1957.  Although  each  note  , 
will  be  made  payable  to  The  First  Na- 
tional  Bank  of  Boston,  the  following 
banking  institutions  will  participate  in 
each  loan  to  the  extent  indicated: 

Percent 


The  First  National  Bank  of  Boston____  30 

■National  Shawmut  Bank  of  Boston _ _  25 

First  National  City  Bank  of  New  York..  20 
Second  Bank-State  Street  Trust  Com¬ 
pany  - 15 

The  Hanover  Bank _  10 


100 

Montaup  proposes  to  issue  from  time 
to  time  prior  to  December  31,  1957  unse¬ 
cured  promissory  notes  in  an  aggregate 
amount  not  in  excess  of  $25,000,000  with 
a  maximum  amount  to  be  outstanding 
at  any  one  time  not  to  exceed  $10,000,000. 
Each  of  said  notes  will  mature  in  90  days 
or  less  from  the  date  of  issue  and  in  no 
event  later  than  December  31,  1957  and 
will  bear  interest  from  the  date  of  issue 
at  not  more  than  the  prime  rate  per 
annum  at  such  date  of  issuance.  The 
current  prime  rate  is  stated  to  be  4  per¬ 
cent.  liie  notes  may  be  prepaid,  in 
whole  or  in  part,  at  any  time  without 
penalty. 

As  of  October  31,  1956,  Montaup  had 
outstanding  short-term  bank  loans  in 
the  amount  of  $1,000,000.  The  proceeds 
from  the  proposed  notes  will  be  used  to 
pay  Montaup’s  outstanding  note  indebt¬ 
edness  and  to  provide  the  company  with 
cash  during  1957  to  finance  its  con¬ 
struction  program  involving  the  installa¬ 
tion  of  a  100,005  kw  turbo-generator  unit 
now  on  order  and  estimated  to  cost  $19,- 
,^00,000  through  1959. 

In  the  event  that  any  permanent 
financing  is  done  by  Montaup  prior  to 
the  maturity  of  any  of  the  notes  pro¬ 
posed  in  the  instant  filing,  Montaup  wiU 
apply  the  proceeds  from  such  permanent 
financing  in  reduction  of,  or  in  total  pay¬ 
ment  of,  its  short-term  indebtedness 
then  outstanding,  and  the  amount  of 
short-term  indebtedness  that  may  be 
outstanding  at  any  one  time  shall  be  re¬ 
duced  by  the  amount  of  the  permanent 
financing. 

No  State  commission  or  Federal 
agency,  other  than  this  Commission,  has 
jurisdiction  over  the  proposed  note  is¬ 
sues.  No  commissions,  fees,  expenses  or 
other  remuneration  wUl  be  paid  in  con¬ 
nection  with  the  proposed  note  issues, 
except  legal  fees  and  expenses  of  counsel 
for  Montaup  estimated  not  to  exceed 
$210.  ' 

Notice  regarding  the  filing  of  said 
declaration  having  been  given  pursuant 
to  Rule  U-23  and  no  hearing  having  been 
requested  of,  or  ordered  by,  the  Com¬ 
mission;  and  the  Commission  finding 
that  the  applicable  provisions  of  the  act 
and  the  rules  promulgated  thereunder 
are  satisfied,  and  that  said  declaration, 


I 


Thursday,  January  10,  1957 


FEDERAL  REGISTER  \ 


desires  to  controvert;  or  he  may  request  • 
that  he  be  notified  if  the  -Commission^ 
should  order  a  hearing  thereon.  Any 
such  request  should  be  addressed:  Sec¬ 
retary,  Securities  and  Exchange  Com¬ 
mission,  Washington  D.  C.  At  any 
time  after  said  date,  said  declaration  as 
filed  or  as  amended,  may  be  permitted 
to  become  effective  as  provided  by  Rule 
U-23  of  the  rules  and  regulations  pro¬ 
mulgated  under  the  act,  or  the  Commis¬ 
sion  may  grant  exemption  from  its  rules 
as  pro\^ded  in  Rules  U-20  (a)  and  U-100, 
or  take*  such  other  action  as  it  may  deem 
appropriate. 

By  the  Commission. 

[seal]  Orval  L.  DuBois, 

Secretary, 

[P.  R.  Doc.  67-178:  Piled,  Jaix.  9,  1957; 

8:46  a.  m.]  ‘ 


as  amended,  should  be  permitted  to  be¬ 
come  effective  forthwith: 

It  is  ordered.  Pursuant  to  Rule  U-23, 
that  said  declaration,  as  amended,  be 
and  the  same  hereby  is,  permitted  to  be- 
copie  effective  forthwith  subject  to  the 
terms  and  Conditions  prescribed  in 
Rule  U-24. 

By  the  Commission. 

-[SEAL]  Orval  L.  DuBois, 

Secretary. 

(P.  R.  Doc.  57-176;  Filed,  Jan.  9,  1957; 

8:46  a.  m.] 
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NOTICES 


Title  n  of  the  International  Claims  Set-^, 
^tlement  Act  of  1949,  as  amended.  Atten-* 
tion  is  directed  to  section  205  of  said 
Title  n  (69  Stat.  562)  which  provides 
that: 

Any  payment,  conveyance,  transfer,  as« 
slgmnent,  or  delivery  of  property  made  to 
the  President  or  his  designee  pursuant  to 
this  title,  or  any  rule,  regulation,  instruc¬ 
tion,  or  direction  Issued  under  this  title, 
shall  to  the  extent  thereof  be  a  full  acquit¬ 
tance  and  discharge  for  all  purposes  of  the 
obligation  of  the  person  making  the  same; 
and  no  person  shall  be  held  liable  in  any 
court  for  or  in  respect  of  any  such  payment, 
conveyance,  transfer,  assignment,  or  deliv¬ 
ery  made  in  good  faith  in  pursuance  of  and 
In  reliance  on  the  provisions  of  this  title, 
or  of  any  rule,  regulation,  instruction,  or 
direction  Issued  thereunder. 

Executed  at  Washington,  D.  C.,  on 
January  4. 1957. 

For  the  Attorney  GeneraL 

[seal]'-  Dallas  S.  Townsend, 
Assistant  Attorney  General, 

Director,  Office  crf  Alien  Property. 

[P.  R.  Doc.  57-190;  Piled,  Jan.  9, -1957; 

8:47  a.  m.] 


amended,  has  had  Its  principal  place  of 
business  in  Berlin,  Germany,  and  is  a 
national  of  a  designated  enemy  country 
(Germany) ; 

2.  That  the  property  described  as  .fol¬ 
lows: 

a.  Those  certain  debts  or  other  obliga¬ 
tions;  matured  or  unmatured,  evidenced 
by  twenty-two  (22)  Union  Pacific  Rail¬ 
road  Co.  First  Mortgage  Railroad  &  Land 
Grant  4  percent  Bonds,  said  bonds  issued 
in  bearer  form,  numbered  and  in  the 
face  amounts  listed  below  and  evidenced 
by  coupons  attached  to  or  detached  from 
said  bonds  and  due  on  or  after  July  1, 
1940: 

Bond  No.:  Amount 

M-1079  _ _ _ $1.  000.  00 

M-34e9 _  1,  000.  00 

M-7030  _  1. 000. 00 

M-7031  _  1,000.00 

M-ail58 _  1,000.00 

M-21159 _  1, 000. 00 

M-23128  _ - _  1,  000.  00 

M-51901  . . .  1. 000. 00 

M-57435  . .  1,  000.  00 

M-84655  _  1, 000.  00 

M-86956  _  1. 000.  00 

M-87150  . . - _  1, 000.  00 

M-88834  _  1.  000.  00 


[Vesting  Order  18145,  Arndt.] 

Nordstesic  Allgemeine  Versicheruncs 
A.  G. 

In  re:  debts  owing  to  Nordsterm  All¬ 
gemeine  Veiischerungs  A.  G.  also  known 
as  Nordstem  Lebensversicherungs-Ak- 
'tiengesellschaft.  F-28-8183. 

Vesting  Order  18145,  dated  July  9, 1951, 
is  hereby  amended  to  read  as  follows: 

Under  the  authority  of  the  Trading 
With  the  Enemy  Act,  as  amended.  Execu¬ 
tive  Order  9193,  as  amended,  and  Execu¬ 
tive  Order  9788,  and  pursuant  to  law, 
after  investigation,  it  is  hereby  found: 

1.  That  Nordsterm  Allgemeine  Versi- 
cherungs  A.  G.  also  known  as  Nordstern . 
Lebensversicherungs-Aktiengesellschaft, 
the  last  known  address  of  which  is  2 
Fehrbelliner  Platz,  Berlin-Wilmersdorf, 
Germany,  is  a  corporation,  partnership, 
association  or  other  business  organiza¬ 
tion,  organized  under  the  laws  of  Ger¬ 
many  and  which  has  or.  since  the  effec¬ 
tive  date  of  Executive  Order  8389,  as 


D-1585  . 
D-5855  . 
D-6660  . 
D-E697  . 
D-7811  . 
D-10441 
D-10681 
D-16779 
D-16780 


500.00 
500.00 
500. 00 
500.00 
500.00 
500.00 
500.00 
500. 00 
500.00 


together  with  any  and  all  accruals  to  the 
aforesaid  debts  or  other  obligations,  and 
any  and  all  rights  to  demand,  enforce 
and  collect  the  same,  and  any  and  all 
rights  in.  to  and  under  the  aforesaid 
bonds  and  coupons, 
b.  Those  certain  debts  or  other  obli¬ 
gations,  matured  or  unmatured,  evi¬ 
denced  by  eleven  (11)  Louisville  and 
Nashville  Railroad  Company  First  and 
Refimding  Mortgage  Percent  Bonds, 
Series  C,  said  bonds  numbered  and  in  the 
face  amoimts  listed  below  and  evidenced 
by  coupons  attached  to  or  detached  from 
said  bonds  and  due  on  or  after  October 
1.  1940: 

Bond  No.:  Amount  . 

M-041 _ '$1, 000.  00 

M-942 _  1,  000.  00 

M-943  _  1, 000. 00 


Bond  No. — Continued  Amount 

M-8703  _ —  $1,  000. 00 

M-13209 _  1. 000.  00 

M-18939  _  1, 000. 00 

M-23030  _  1,000.00 

M-23178  _  1. 000. 00 

M-23179  _  1,000.00  ' 

M-23509  _  1,000.00 

M-26994  _  1,  000. 00 

together  with  any  and  all  accruals  to 
the  aforesaid  debts  or  other  obligations, 
and  any  and  all  rights  to  demand,  en¬ 
force  and  collect  the  same,  and  any  and 
all  rights  in,  to  and  under  the  aforesaid 
bonds  and  coupons,  is  property  within 
the  United  States  owned  or  controlled 
by,  payable  or  deliverable  to,  held  on 
behalf  of  or  on  account  of,  or  owing 
to,  or  which  is  evidence  of  ownership 
or  control  by,  Nordsterm  Allgemeine 
Versicherungs  A.  G.  also  known  as  Nord¬ 
stern  Lebensversicherungs-Aktiengesell- 
schaft,  the  aforesaid  national  of  a  desig¬ 
nated  enemy  country  (Germany) ; 

and  it  is  hereby  determined: 

3.  ITiat  to  the  extent  that  the  person 
named  in  subparagraph  1  hereof  is  not 
within  a  designated  enemy  country,  the 
national  interest  of  the  United  States 
requires  that  such  person  be  treated  as  a 
national  of  a  designated  enemy  country 
(Germany) . 

All  determinations  and  all  action"  re¬ 
quired  by  law,  including  appropriate  con¬ 
sultation  and  certification,  having  been 
made  and  taken,  and,  it  being  deemed 
necessary  in  the  national  interest. 

There  is  hereby  vested  in  the  Attorney 
(Seneral  of  the  United  States  the  prop-  \ 
erty  described  above,  to  be  held,  used, 
administered,  liquidated,  sold  or  other¬ 
wise  dealt  with  in  the  interest  of  and 
for  the  benefit  of  the  United  States. 

The  terms  “nationar*  and  “designated 
enemy  coxmtry”  as  used  herein  shall  have 
the  meanings  prescribed  in  Section  10  of 
Executive  Order  9193,  as  amended. 

Executed  at  Washington,  D.  C.,  on 
January  4, 1957. 

For  the  Attorney  General. 


[seal]  Paul  V.  Myron, 

Deputy  Director, 
Office  of  Alien  Property. 

[F.  R.  Doc.  87-191;  Filed,  Jan.  9.  1957; 
8:47  a.  m.] 


